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COMPANIES WITH “BONANZA” 
| ~ GROWTH POTENTIALS 
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Search is exciting! 


Scientists are constantly probing deeper into the secrets of nature 


— bringing new and better things to you 








AS THE PROSPECTOR thrills to the search for treasure, 
so does the scientist as he searches out the secrets of 
the earth, air, and water. 


THE TREASURE that the scientist seeks is better un- 
derstanding of nature, and ways to bring better living 
for all of us. To find them, he is constantly probing. 
taking the elements apart, putting them back together 
in different ways—always looking for something new 
and promising. 

How important is such research? Today, more than 
one-third of the work of the people of Union Carbide is 
in providing products and processes that did not exist 
in commercial quantities 15 years ago. Each new prod- 
uct, each new process, was born of intensive search. 


FROM CHEMICALS TO METALS— | he results of these 
achievements are serving all of us today—chemicals 





SYNTHETIC ORGANIC CHEMICALS — ELECTROMET Alloys and Metals 
Dynel Textile Fibers 
PrEstT-O-LITE Acetylene 


EVEREADY Flashlights and Batterie LINDE Silicones 
BAKELITE, VINYLITE, and KRENE Plastics 


UCC's Trade-marked Products include 


for life-saving medicines and many other uses...a wide 
range of carbon and graphite products... oxygen for 
the sickroom and industry...a variety of wonderful 
new plastics... alloying metals for stainless and other 
fine steels. 


SEARCH ... RESEARCH? Jo the scientists of Union 
Carbide, search and research are the same—an excit- 
ing key to a brighter future for all. 

FREE: Would you like to learn more about the many useful things 


research has helped bring to you? Ask for “Products and Processes” 


booklet M. 


Unrton CARBIDE 


AND CARBON CORPORATION 
30 EAST 42ND STREET UCC NEW YORK 17, N. ¥. 
In Canada: UNION CARBIDE CANADA LIMITED 





HAYNES STELLITE Alloys UNION Carbide LINDE Oxygen 
PRESTONE Anti-Freeze NATIONAL Carbons 
PYROFAX Gas ACHESON Electrodes 
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My Heavier weight and greater horse- 
power than any machine of 
comparable capacity— 

4» Clark Torque Converter and 
Power-Shift Transmission for 
fast, easy operation 

4 Power Train—engine to tires— 
designed and built by CLARK 
—No wonder the MICHIGAN 
Tractor Shovel will out-perform 
any machine of its kind and size. 








CLARK 


EQUIPMENT 


A LEADERSHIP NAME IN 
POWER TRANSMISSION ENGINEERING 





CLARK EQUIPMENT COMPANY 
BUCHANAN, MICHIGAN 
Benton Harbor, Battle Creek, Jackson, Michigan 





PRODUCTS OF CLARK: transmissions @ driving 
and steering axles @ axle housings @ tractor 
drives @ lift trucks @ towing tractors @ Ross 
Carriers @ POWRWORKER hand trucks e 
excavator cranes @ tractor shovels @ electric 
steel castings © gears and forgings. 


PACIFIC GAS and ELECTRIC Co. 


DIVIDEND NOTICE 
Common Stock Dividend No. 156 


The Board of Directors on December 
15, 1954, declared a cash dividend for 
the fourth quarter of the year of 55 
cents per share upon the Company's 





common capital stock. This dividend 
will be paid by check on January 15, 
1955, to common stockholders of rec- 


ord at the close of business on Decem- 
ber 27, 1954. The Transfer Books will 
not be closed. 

K. C. Curistensem, Treasurer 


San Francisco, California 





The regular quarterly 
dividend of 25 cents 

per share and an extra 
dividend of 25 cents per 
share have been declared 
ody Daystrom, Inc. Checks 
will be mailed Feb. 15th 


ZZ to shareholders of record 
YZ % Jan. 27th. 





DAYSTROM, inc. 


ZA ELIZABETH, N. J. 
Yj 
YZ “ Electronics 
Furniture 
Printing Equipment 
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ONLY NOTICE BUILDING & 
LOAN ASS’N. 


Transfer of funds guaranteed 

without loss of dividends. 

MUTUAL FUND COMPARISONS 
Send For: 

* Mutual Fund Report ‘“‘W-1-8"" & 

Div’d.—No Fee Savings & Loan Report ‘‘W-1-8” 


INVESTORSERVICE, 11 w. 425¢.,N. Y. LA 4-6932 
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S WE ENTER upon the new year, 
most of us realize that we are 
living in a period of great 

and lasting change and that this will 
be a condition of life so far as we 
can see ahead. On the world stage. 
this will assume many aspects of 
immense significance. Among other 
developments which will have pro- 
found importance are: the fluctuat- 
ing struggle between East and Wesi; 
the rising nationalism of the newer 
nations and would-be nations; shift- 
ing trends in the economic condition 
of nations. On the American scene, 
we will be greatly influenced by the 
direction of legislation in the new 
Congress and by the political battle 
which is shaping up for 1956. Obvi- 
ously, the extent of continued recov- 
ery in business and investment will 
continue to hold the centre of interest 
for businessmen and investors. 





To understand the meaning of com- 
ing developments and to evaluate their significance, it would be useful to look backward for a moment at the recent 
record in the world at large and in the United States. This will provide us with a better perspective to decide which 
future events will be significant and, therefore, to be taken into consideration in planning our own affairs. and which 
may be disregarded as possessing only surface importance. 


Three developments of great magnitude stood out last year which undoubtedly will have a great 
influence on the shape of things in the coming year. The first of these, unquestionably, was the lessening of 
the cold war tension and which could conceivably produce a long period of constructive economic effort, though, obvi- 
ously, the free world, in any case, will have to stand guard for a very long time to come until it can be certain that 
the communist powers have abandoned their aggressive policies. But. assuming some form of prolonged armed truce. the 
world, for the first time since the end of World War II, can make long-range plans for economic betterment. 


In the meantime. the more advanced parts of the world, economically, have made important strides toward, not 
only recovering their former strength, but surpassing it by a wide margin. This has been particularly in evidence in 
Western Europe which has become prosperous to a degree that would have been unbelievable only a few years ago. And 
many other parts of the world are also gaining in economic strength though at a much more uneven pace. 


In our own country, the amazing economic strength which has been so characteristic, again demon- 
strated its vitality in the past year by recovering almost abruptly from the mild recession which was in evidence 
in 1954. Now, at the beginning of 1955, there are indications that the new year may prove one of the 
most prosperous on record. This may not affect all segments of the economy equally, as ‘problems remain for individual 
industries which, in many cases, will prove difficult to solve. Nevertheless, the general trend of the economy is again 
upward as is noted in the most important indices. . : 


7 e of the most important factors in creating a more favorable business trend is the confidence engendered 
in the business community by the moderately-inclined Administration, under the leadership of President Eisenhower. 


The most spectacular evidence of this confidence has been, as everyone knows, in the stock market which has ascended 
to heights not known for a quarter of a century. 


While the general outlines of the future economic trend in the United States are discernible, many details neces- 
ne * remain shrouded in doubt. Among these are the attitude of Congress on taxes, both corporate and private; the 
andling of the government debt and the budget and its implications with reference to credit and money rates; decisions 


to be made on tariffs; public works, labor and agriculture. In the meantime, the business and investment world will adjust 
itself to these changes as they materialize. 
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Naturally, the investor must be prepared to keep fully informed on the more significant developments. He must 
try to avoid complacency and to be flexible enough so that he can make the changes that the times demand. In addi- 
tion to the information gained in the routine of his own business which may or may not afford a clue as to the general 
business and financial trend, the investor will require information on the specific companies in which he is interested. In- 
asmuch as he is generally not in a position to obtain the requisite information in essential detail, to keep more fully 
informed he will find it useful to refer to our pages which are replete with valuable information of a practical order. 
Furthermore, the investor will find our interpretations of both general investment market trends and those of individual 
securities of immediate benefit, inasmuch as we base our conclusions on the latest developments, with an eye particularly 
to near-by prospects. 


The furnishing of this information and interpretation to subscribers imposes a great responsibility on 
the editors and staff members of THE MAGAZINE OF WALL STREET. Every effort is made to obtain the 
fullest information to present to our readers and on which sound conclusions can be based in order that we 
may be able to offer useful guidance in the formulation of business and investment programs. For the con- 
venience of our readers, we present our articles and studies in clear, easily understandable language, avoiding the use 
of technical expressions. so far as possible. In addition. our tables, which are a feature of THE MAGAZINE are arranged 
concisely and offer an excellent basis of comparison of earnings, dividends and market price. Other illustrative material, 
such as charts and maps, appear regularly and are found most useful by investors and businessmen alike. 


One of the most important features of our investment service is its continuity. Each issue discusses the latest and most 
important developments in business, security markets, finance and individual industries and companies. In this way, the 
subscriber is enabled to keep fully abreast of all essential matters which may affect his financial interests. To further sup- 
plement this service, our INQUIRY DEPARTMENT is made available to subscribers who desire specific advice on secu- 
rities. In all, we make every effort to provide reliable advice. properly timed, so as to give the subscriber the oppor- 
tunity to use to the best advantage the security selections presented in each issue. 


With nearly forty-eight years of experience in the business and investment field, we have served our 
readers effectively in war and peace, in boom and depression. In all this time, we have maintained our high 
standards and pledge ourselves to a continuation of our sound policies. In the coming year. THE MAGAZINE 
OF WALL STREET plans to be an even more valuable source of information and interpretation and, for that reason, 
will be of greater aid in the solution of individual investment problems than ever before. This should prove especially 
beneficial in the coming year which promises to be a period of rapid change requiring constant adjustment on the part 
of investors and businessmen. 


Supplementing our investment service. our BUSINESS ANALYST will keep you informed on the basic busi- 
ness trends that may shape tomorrow’s markets. Each issue contains up-to-the-minute information on money and credit, 
commodity prices. production, retail sales, new business orders and other vital material. 


Each issue contains special features on broad economic and political developments written by specialists in these 
fields. We have been well out in front in calling to the attention of our readers the investment opportunities created by 
new fields such as atomic energy, automation. and new products that add to the earning power of corporations. 


Finally, our WASHINGTON DEPARTMENT “Inside Washington” and “As We Go to Press.” directed by an outstand- 
ing political authority, keeps you informed—often ahead of the news—on developments affecting the nation and the 
world at large. from the political, economic. military and diplomatic standpoint. This feature goes behind the scenes, un- 
earthing trends in their beginnings and which are likely to exert a powerful effect. 


In conclusion, THE MAGAZINE OF WALL STREET stands ready to serve you in every possible way, in order to 
assist you in the most practical manner. to take full advantage of opportunities that will develop in the coming year 
and to aid you in the safeguarding of your capital and income. 
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DIRECT DISTANCE DIALING is easy and faster. Just by dialing 
three more digits than a local call, many telephone users in certain 
towns can reach as many as 14 million telephones in 16 metropolitan 
areas from coast to coast. 





He’s Dialing 


a Distant City 


{OOD i Pe 


DIRECT ~~ 
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One of the many signs of progress in the 
telephone business is the development of 
Direct Distance Dialing. 


Distance dialing by operators has been in- 
creasing for some time. Last year, operators 
dialed more than 50% of all Long Distance 
calls straight through to the distant tele- 
phones. 


Our objective is to make it possible for 
all telephone users to enjoy even faster out- 
of-town service by dialing their own Long 
Distance calls direct. ‘This will not come all 
at once for it requires co-ordination all along 
the line, as well as new operating and account- 
ing equipment. 

While Direct Distance Dialing is in the 
planning stage for most places, it is now in 
practical operation in more than twenty towns 
in Massachusetts, Maryland, Virginia, Dis- 
trict of Columbia, New Jersey, Pennsylvania, 
Ohio and Michigan. 


Many telephone users in these places can 
now dial their own Long Distance calls direct 
to as many as 14 million other telephones in 
16 metropolitan areas from coast to coast. 


So we're on our way to another improve- 
ment in telephone service. As Direct Distance 
Dialing becomes available in more and more 
places, along with it will come even faster 
service and a greater use of tie telephone by 
more and more people. 


BELL TELEPHONE SYSTEM 
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Economics 
Foreign Affairs 


Politics 





,, Securities 


Business 


The Trend of Events 


THE JOB AHEAD FOR THE PRESIDENT... With the 84th 
Congress convening, President Eisenhower faces a 
most difficult problem, which is to bring the manifest- 
ly conflicting elements in both parties into reasonable 
harmony with his legislative program. Unless he can 
secure effective cooperation on the more controversial 
phases of his program from these warring elements, 
he may find his efforts comparatively unproductive. 
Only in the field of national security can the President 
count on obtaining the desired measure of support. 
On practically all other phases of coming legislation, 
especially in the field of economic and social needs, he 
is likely to be confronted by stubborn resistance from 
political leaders in both parties who have views quite 
different from his own on specific solutions for cur- 
rent problems, though they may agree with him in his 
broad objectives. 

Though leaders of the democratic-controlled Con- 
gress have stated that they will support the President 
in his ““moderate-progressive” program, political nec- 
essity may require them to abandon their present co- 
operative stance. With prepar- 


things too easy for his democratic opponents. There- 
fore, despite surface cordiality and expressions of 
mutual esteem, the Democratic membership and the 
Administration will, in the final show-down, find far 
fewer areas of agreement than they now formally de- 
clare to be the case. 

Not only is the President likely to be troubled by 
the normal political opposition which materializes 
even in the earliest stages of an election campaign but 
he is handicapped also by the obvious disunity among 
the leaders of his own party. The most striking in- 
stance of such disunity is the growing conflict among 
important members of his own official family on the 
amount of expenditures that will be requested by the 
government. Some wish new expenditures to be held 
severely within budgetary limitations; others believe 
such a policy impractical in view of the still unsettled 
world situation, and still others wish the government 
to embark extensively on a program of stepped-up aid 
for such needs as roads, schools, health and the like, 
all of which would entail very large financial outlays, 
for which the money could be found only with great 
difficulty. 





ations for the 1956 national 
election already under way, it 
would be too much to expect 
them to give up any position 
which they consider to be 
of potential advantage in the 
coming political struggle. On 
the other hand, the President, 
who almost certainly will be 
called on to run again by his 
party, cannot afford to make 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


The democrats themselves 
are by no means united on all 
of these matters but they have 
cleverly managed to give such 
an impression whereas repub- 
lican disunity is on view for all 
to see. Under these perplexing 
conditions, it will take all of 
President Eisenhower’s ac- 
knowledged immense capacity 
for conciliation and compro- 
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mise to secure even a moderately successful result in 
-his over-all legislative program. If he achieves much 
more it will be a political miracle, indeed. 


FLEXIBLE MONETARY POLICY... A change in mone- 
tary policy is being signaled. This by no means 
should indicate that an abrupt reversal of the easy 
money policy in force for 18 months is at hand. What 
is being heralded, rather, is an anticipatory move by 
responsible authorities in Washington to head off any 
threatened revival of inflation. ; 

According to recent statements by Federal Reserve 
officials, the new policy will take the form of limiting 
any further increase in the supply of credit, at the 
same time maintaining a sufficient volume so that the 
nation’s economy may continue to function without 
the strain to which it would be subject if monetary 
policies were to be arbitrarily changed. Certainly, the 
sudden and disastrous tightening of money ordered 
by Washington in the Spring of 1953 is not likely to 
be repeated. It may be accepted, therefore, that Fed- 
eral Reserve and Treasury officials do not intend any 
drastic action but merely to exert just enough pres- 
sure to make borrowing a trifle less convenient than 
it has been during the past year, in the event business 
gives signs of rising with unusual rapidity. 

On the other hand, should business relapse again 
within a few months, it may be presumed that money 
rates would once more be in “active” ease so as to pre- 
vent acceleration of any threatened downswing. Ac- 
cordingly, the adoption of the new, flexible monetary 
policy should be accepted as an eminently wise move 
which is precisely calculated to meet conditions as 
they arise and not according to any preconceived idea. 
On the whole, this should be considered reassuring 
by business. 


THE HIDDEN FACTOR... One of the most compulsive 
elements in the steady rise in demand for machinery 
and related equipment, which is reaching ever-higher 
peaks is the growing disparity between the compara- 
tive cost of the machine and the cost of wages. Ac- 
cording to a recent compilation, wage costs in terms 
of productivity have risen approximately twice as 
much as machinery and equipment costs in the past 
fifteen years. Under the remorseless pressure of this 
trend and with little prospect that present wage scales 
will be reduced at any time in the foreseeable future, 
it is certain that the economic advantage accruing to 
manufacturers from the use of machinery, particu- 
larly automatic equipment, will become even more 
pronounced in the years to come. 

The rate of gain in the use of such equipment has 
not only been spectacular but it is persistent and gives 
every evidence of unlimited growth, paralleling the 
economic expansion of the nation. It is quite obvious 
that while the special needs for this type of equipment 
generated by defense requirements have had a stimu- 
lating effect on this industry, during the war and 
post-war years, this is, on the whole, rather of tem- 
porary importance. Of far greater fundamental sig- 
nificance is the massive underlying trend toward 
mechanization of manufacturing brought about, part- 
ly, by vast technological changes and, partly, by the 
ever increasing cost of labor itself. 


CAPITAL GAINS TAX AGAIN .. . In the last issue, we 
commented at length on some of the peculiar effects of 


the capital gains tax, pointing out that it inhibits 
profit-taking in securities where such profits are sub- 
stantial. It now appears that some members of Con- 
gress are considering legislation leading to a modifi- 
cation of the capital gains tax, which would eliminate 
the impost on securities held for a great many years 
and reduce it on securities held for only a few years. 
Details are lacking but legislation along these lines 
would surely be a step in the right direction. 

It is of some significance to note that Britain has 
gotten along without a capital gains tax and there is 
no reason why we can’t. The obvious distortions in 
security prices created by the capital gains tax in a 
period of steeply rising stock prices should be suffi- 
cient warning that an entirely new approach is needed 
to taxes on securities. Until Congress acts, however, 
investors will be at a disadvantage. Perhaps, if they 
raise their voices sufficiently, Congress may take heed 
and do what should have been done a long time ago. 


A PARADOXICAL SITUATION ... Making allowance 
for the inadequacy of labor statistics—a field in which 
the government economists are inexcusably weak— 
there are nevertheless definite indications that, bar- 
ring an unusually large gain in the volume of business 
activity in 1955, there will be a simultaneous increase 
in the number of both employed and unemployed. This 
seeming paradox emerges from the fact that, as busi- 
ness activity increases, the number of workers in 
plant and office increases, while, at the same time, due 
to the annual increase in the number of young per- 
sons reaching employment age—amounting now to 
750,000 a year, a substantial part of which cannot 
find employment—the supply of surplus labor steadily 
increases, except in periods of extraordinary business 
activity such as during war. This situation is also ag- 
gravated by the numbers of middle-aged and elderly 
workers who are displaced annually. 

Unfortunately, the number of persons seeking em- 
ployment, in more ordinary times such as these, in- 
creases more rapidly than iobs, so that the prospect 
is that the number of unemployed will grow each year, 
despite the increase in persons employed. It is expect- 
ed, for example, that in 1955, which promises to be a 
prosperous year, there will still be an increase in un- 
employed from the present approximate 3 million to 
almost 4 million. At this rate, even on the basis of 
sustained prosperity, we will have 5.5 million unem- 
ployed in 1956. 

Many business leaders and economists, as well as 
officials in the government, are fully aware of the sig- 
nificance of this underlying trend, and even the more 


conservative among them now recognize that a pros- 


perous America cannot afford the stigma of chronic 
rising unemployment. For that reason, they are pre- 
pared to urge the government to formulate a program 
in which responsibility for creating employment 
among the various political subdivisions of authority 
—national, state and local—is more definitely allocated. 
But, it should be pointed out that unless the full co- 
operation of private industry is obtained, this project 
will not succeed. As important as the problem of main- 
taining full employment is for our nation, it is even 
more important that the government should not abro- 
gate to itself functions which should be shared by the 
whole people. To violate this fundamental principle 
is to disastrously weaken the fabric of our democracy. 
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As 9 See Jt! 


By JOHN CORDELLI 


CAN THEY BURY THE HATCHET? 


» four years of agonizing soul-search- 
ing, the French Assembly under the driving force of 
Mendes-France has finally, though reluctantly, rati- 
fied German re-armament thereby taking the one 
step without which consolidation of Western defense 
against any future Soviet military aggression would 
have been impossible. With French ratification out of 
the way, Adenauer probably 
will have smoother sailing 
than he has had recently. It 
may be expected, therefore, 


i 


WELL, IT LOOKS LIKE WE MADE IT 


European peoples are solidly in support of rearming 
the Germans, including the Germans themselves 
though, of course, their governments are now finally 
and officially on record as giving their endorsement. 

Nevertheless, it should be the hope of all who wish 
that the defense of Western Europe be secure that the 
people may come in time to see that they have no other 
recourse, if they wish to save 
themselves from being over- 
whelmed one way or the other 
by the Soviet Empire, but to 


l | mee! 





that the West German Bund- 
esrat will also shortly set its 
seal of approval on the Lon- 
don-Paris accords which re- 
placed the more comprehen- 
sive E. D. C., the latter ig- 
nominiously expiring after 
the original French default 
last summer. Italy, the only 
other hold-out having recent- 
ly signed, the various pacts 
creating the new Atlantic al- 
liance will soon come into 
force and the training of the 
authorized twelve West Ger- 
man divisions will commence. 

Since 1950, it has been one 
of the chief aims of Washing- 
ton, in particular, and Lon- 
don, to a lesser extent, to re- 
arm West Germany against 
the Soviet threat. Therefore, 
it is not surprising that both 
Washington and London 
should have expressed their 
gratification over the French 
ratification. However, we be- 
lieve that any enthusiasm 
over Mendes-France’s victory 
should be tempered by realization that, if the bitter- 
ness of the French people is any sign, their coopera- 
tion with Germany will be half-hearted at best. Like- 
wise, the Germans themselves have shown in recent 
months a distinct cooling toward re-arming as they 
read the forbidding pronouncements from Moscow 
that ratification of German re-armament would mean 
the permanent division of their country. 

Thus, while Washington and London have finally 
secured the official imprimatur of the various govern- 
ments to German rearmament, they obviously lack the 
wholehearted support of the people most concerned. 
Even the British have shown no overwhelming en- 
thusiasm at the prospect of German re-armament. 
One should candidly admit that none of the West 
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join together in the common 
enterprise. The French, 
who understandably are an- 
guished at the prospect of 
joining hands with their rav- 
ishers of only ten years ago, 
should not look back so much 
but rather they should apply 
their high intelligence to the 
problems of today. They can, 
for example, rely on the abso- 
lute guarantee of America 
and Britain that they will 
never permit France to be 
over-run again by the Ger- 
mans. At the same time, they 
should take some reassurance 
from the fact that the Ger- 
mans themselves have learned 
a great lesson from the bitter 
experiences of the war and 
that, in their immense chas- 
tening, they are finally learn- 
ing how to be the good neigh- 
bor. 

If the West European peo- 
ples are still half-hearted in 
support of a mutual defense 
system, let them take a much- 
needed lesson from what happened to the luckless 
peoples of East Europe who for ten years, more or 
less, have been groaning under the heel of an alien 
way of life forced on them by, harsh, foreign masters. 

On our part, we must do all in our power to remain 
strong and to show by our example, to all the peoples 
of the earth how those who are still free can retain 
their freedom; and to those who have lost their free- 
dom, we can give hope that some day they may lose 
their chains. At the same time, we ourselves must ex- 
ercise great patience, and not demand that other 
peoples act in any way different from the way in 
which we would act, under the same circumstances. 
Our attitude toward our friends, especially those who 
have lived under the guns of aggressors, should at all 
times be one of sympathetic understanding. 
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Security Market Trend in 1955 


Market advance in 1954 was unusually dynamic and became more so in recent weeks. 
It is axiomatic that the unusual cannot be expected to continue. A corrective sell-off of 
more than minor proportions may well develop within the forepart of 1955. Neither fund- 
amental nor technical basis for a serious decline is visible. Good stocks, bought at lower 
levels, should be held, along with reasonable reserves. At present levels, new buying should 
be highly selective and discriminating. This is sound policy under today’s conditions. 


By A. T. MILLER 


Vo buying common stocks are considerable 
numbers of people who never bought them before 
or who get the “itch” only after a bull market 
reaches a sufficiently spectacular phase of movement 
and trading volume to advertise itself in a big way. 
The advertising is by word of mouth—what this or 
that stock did today and what it or another might do 
tomorrow; by the brokers’ beating of the drums, 
since they have an understandable interest in the 
volume of commission business; and by newspaper 
and radio publicity. 

In the final week of 1954 bursts of strength in 
stock prices and the heaviest trading volume in four 
years became news on the front pages of metropoli- 
tan papers. Experienced — and perhaps somewhat 


cynical—observers take that as a “bad sign’’, It does 
not imply that the market is about ready to fall out 
of bed; nor does it necessarily suggest that there 
cannot be more advance, perhaps appreciable, be- 
fore a corrective phase of some scope develops. 


Reasons For Caution 


But the market is never first-page news when 
stocks are cheapest—which is when they are at de- 
pressed, bargain-counter levels, with trading volume 
in the doldrums, with comparatively few people in- 
tently scanning the daily transactions tables and 
with fewer asking: What do you hear? 

As compared with the starting point of this bull 
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market in September, 1953, our broad 
weekly index of 300 stocks has risen 
over 58% in a little more than 15 
months, the Dow industrial average by 
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MEASURING INVESTMENT AND SPECULATIVE DEMAND 
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This is “good” buying in the sense that 
it is mostly for long-term purposes and 
that it is discriminating. But whether 
200 it is “good” in the sense of being well 
timed is irrelevent. The problem and 


190 the standards are quite different from 
m those of individual investors. With a 
0 continuing flow of incoming funds to 
no employ, purchases are made on a dollar- 
averaging basis. The price paid for a 

160 given amount of a given stock may be 
high from the viewpoint of an indi- 

150 vidual investor. That does not matter 


to the fund manager. Almost regardless 
of the price paid, he is beyond blame 
and need have no regrets, having put 
the money in issues of a quality and type 
meeting the requirements of the fund 
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in question, 

As usual, the question 
of where the market may | 290 
be a fortnight hence—or 
three, six or twelve | 2% 
months hence —is highly 
conjectural. The question 
of what is reasonable for 
the individual investor to - 
bank on, and what his or | 410 
her policy should be, is 
less conjectural; but the 
answer cannot be the same _ | 390 
for all. 

It is one thing for the | *®° 
investor who needs con- | 370 
tinuous employment of | 145 
funds fer maximum in- 
come return, and who is 
holding an adequately | as 
diversified list of stable- 
dividend stocks acquired 
at advantageous prices | jas 
some time ago. His inter- | «6 
est in, or concern over, 
market swings is limited, | * 
if not academic. In a simi- | ¢o |## 
larly comfortable, even 
though difficult, position 
is an investor for six- 
months’ or more capital 
gains who has, say, 50% 
or 60% of funds in sound 
stocks which have been 
written down to cost out 7s Tn a 8 
of realized profits, the bal- 
ance perhaps in high- 
grade bonds or other safe 
“low-pay” employment, pending an opportune time 
for enlarging stock holdings again. 

There are some rasher people who have sizable 
to large profits on stocks which are more speculative 
than they should be carrying, and who have little or 
no reserves. They ought to do some selling. At the 
extreme, is some little fellow who is thinking of 
withdrawing the bulk of his savings of perhaps a 
couple of thousand dollars or so to buy an odd lot 
of some stock about which an acquaintance has 
tipped him. He would be well advised to forget it 
and leave his small savings intact in the bank. 
Better for him would be modest-scale accumulation 
of American Telephone, General Motors or any other 
first-rate stock via monthly commitment of new 
savings under the Stock Exchange Plan. 

There are almost endless variations in position 
and circumstances; and, therefore, in the decisions 
which should be made. Those decisions would work 
out better than they generally do if, in making 
them, people would use neither more nor less com- 
mon sense and ordinary prudence than they do in 
carrying on a job, running any business, buying a 
house or making any other major outlay. 

When a bull market begins to set or approach 
records in dynamism—when it begins to look fairly 
easy to make fast money in stecks—common sense 
should suggest that risks are increasing, that stocks 
are getting less rather than more attractive and 
that, instead of becoming more and more optimistic, 
stockholders and those contemplating buying ought 
to become increasingly cautious and discriminating. 
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For 1954 as a whole, the Dow industrial average 
had a net rise of about 44%, which compares with 


a gain around 49% for our weekly index of 300 
stocks. In the whole history of the Dow average 
back to 1897 there have been only four years in 
which that rise was exceeded. Those years and the 
net percentage rise in each were: 1908, 46.6% ; 1915, 
81.7% ; 1928, 48.2% ; and 1933, 66.79. With the ex- 
ception of 1928, all the gains cited were from de- 
pressed levels, were recorded in fairly early stages 
of bull markets, and left the average under earlier 
bull-market highs. 

So the comparison with 1928 is perhaps most in- 
teresting. That was a year of high and increasing 
speculative activity, bringing a net rise of about 
$2 billion, or more than 40%, in brokers’ loans. Yet 
the year’s net advance of 48.2% for the Dow aver- 
age was not greatly more than 1954’s 44%. 

Although average industrial stocks moved to a 
higher level in 1954 than ever before, the position 
is obviously a great deal sounder than it was in 
1928, by the end of which year, as later events 
proved, nearly three quarters of the great 1923-1929 
bull market had been seen. Industrials sold at a 
maximum of about 17 times earnings in 1928 and 
an average of about 14.5 times earnings. This com- 
pares with about 18 times earnings at highest 1954 
price level and with an average price-earnings ratio 
around 11 for 1954. 

While yield on representative industirals has been 
pared to around 4.2%, lowest in many years, it is 
still materially above minimum yield of about 3.5% 
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reached in 1928. (Yields at absolute bull-market 
tops approximated 3.25% in 1929, 4.2%, or about 
the same as now, in 193/, and 3.5% in 1946). Rela- 
tive to total market value of listed shares, brokers’ 
loans averaged about 9 times more in 1928 than in 
1954. 

Stocks are more strongly held than in the late 
1920’s, the mid-1930’s or the mid-1940’s. Taking ali 
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factors into account, including the soundness of the 
entire credit structure of the country, SEC regu- 
lation and the increased proportion of stock hold- 
ings in institutional hands, basis for wide decline— 
much less any debacle—is not yet apparent. 


Probabilities of a Further Extended Advance 


If you take past extremes as a guide, the average 
might rise some 20% more before yields, on the 
basis of present dividends, equal the average mini- 
mum around 3.5% at prior major bull-market highs. 
To equal past extremes in terms of price-earnings 
ratios, the theoretical potential is a further rise of 
some 30%. It might be argued that statistical possi- 
bility of additional rise of 20% to 30% by the in- 
dustrial average—which could mean a good deal 
more for some secondary and speculative stocks— 
is a highly bullish viewpoint. But there are two 
qualifications. First, 20% to 30% more advance 
would compare with roughly two to three times that 
much already put behind since September, 1953; 
with around six times that much since mid-1949, the 
last medium-low bear-market bottom; and with over 
ten times as much since early 1942, the last ex- 
tremely depressed level. Second, it can not be 
prudent to buy stocks, or to hold out for added profit 
on speculative and semi-speculative holdings, in the 
expectation that an extreme level will be reached. 
Perhaps it will, but no bell will ring when the final 
top is being established. 


In any event we are probably on safe ground in 
figuring that the market is most unlikely to rise 
nearly as much in 1955 as it did in 1954—which im- 
plies that it will be harder to make money this year 
and easier to get “hung up” in purchases which turn 
out to be unprofitable. During the last two months 
of 1954 alone the rise (daily industrial average) 
was nearly 15%. While a corrective downswing of 
more scope than the minor ones seen within recent 
months cannot be pin-pointed, we think the chances 
are that it is not any great distance ahead in time 
or points of further advance. In this view, it may be 
possible at some time in the next one to three months 
to buy stocks to materially better advantage than 
can be done at this writing. Bearing on this point, 
a correction might be foreshadowed by a December 
market performance less dynamic than the heavy 
trading volume and public excitement might sug- 
gest to the uninformed. The month’s net rise of 
about 4.7% was less than half the November rate 
of gain. 


Comparison of Group Action 


How little the “general trend” of the market may 
mean to the individual investor is emphasized by 
the bar chart accompanying this discussion. While 
all of our weekly stock-group indexes showed some 
1954 gain, as charted through the week ended 
December 24 and not greatly changed by the year 
end, the net advances ranged all the way from a 
nominal 1% for the tobacco stocks to a maximum 
121% for the aircraft group. The index of 300 
stocks gained 49%, as heretofore noted. Reflecting 
the qualitative “trading-down” tendencies charac- 
teristic of an advanced market level, the 100 highest- 
priced stocks in the index gained 47%, the 100 
lowest-priced issues an average of 57%. In addition 
to aircrafts, gains much above average were re- 
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corded by air lines, amusements, business machines, 
bus lines, communication, coal mining, construction, 
copper and brass, nen-ferrous metals, paper, ship- 
building, steel, iron, tires and rubber. Sub-average 
performers included autos and auto parts, baking, 
chemicals, dairy products, food stores, liquor, meat 
packing, soft drinks and sugar. 

You can expect equal, if not even greater, em- 
phasis on selectivity in 1955. It would not surprise 
us if some groups, and more individual stocks, prove 
to have ended 1954 at tops, or near-tops, for some 
time to come; or if some of the laggards of 1954 fare 
better in 1955. For light on changing prospects and 
potentials, watch our continuing appraisals, on other 
pages of the Magazine, of industries and individual 
situations. 

On the premise that more advance in average 
stock prices has been seen heretofore than is prob- 
ably ahead, attention should be given to progres- 
sively increasing the proportion of total funds 
represented by reserves in cash or equivalent, or in 
safety-first employment in high-grade bonds or pre- 
ferred stocks. It could be that the most exciting 
phase of this bull market is still to come; but, if so, 
it figures also to be the most difficult stage. 

In making new investments in common stocks, it is 
obvious that the highest degree of discrimination and 
selectivity is essential. But the market is so big—over 
fifteen hundred separate issues are listed on the 
New York Stock Exchange alone—that the careful 
investor who digs deeply into individual situations 
will find that good opportunities for appreciation are 
still available. 

For investors interested in the preferred stock 
situation, we add the following comment: 


Position of Preferred Stocks 


Under the mounting pressure of abundant invest- 
ment funds at low rates, preferred stocks of the 
best grade have lifted themselves during the year 
—as is true of high-grade corporate bonds—to ex- 
tremely high levels, with the result that yields for 
this type of issue average no better than 334-414.%, 
with the average somewhere around 4%. Preferred 


stocks of good though not highest quality now yield 
about 414-434 %. 

Actually, the spread between high-grade pre- 
ferreds and high-grade bonds has not narrowed 
perceptibly during the past year, the difference in 
yields between equivalent categories being about 
1%, approximately the same as a year ago. At the 
bottom of the market for high-grade senior issues 
in the summer of 1953, yields on the best quality 
corporate bonds averaged about 4%, compared with 
an average of 3% at present, and yields on quality 
preferreds were about 434%, compared with the 
current approximate 4%. On this basis, the yields 
it figures also to be the most dangerous stage. 
tractive than the yields on equivalent-grade bonds. 

While investors have profited from purchases of 
high-grade issues made between the summer of 1953 
and the beginning of 1954, new purchases at cur- 
rent high market levels, with proportionately low 
yields, cannot be expected to be quite so advan- 
tageous from the yield standpoint. But, as long as 
money rates remain low, not much change in the 
market for this type of issue is likely. 

Assuming that the yield platform on high-grade 
issues remains at approximately current levels, 
some switching by investors with large capital gains 
who wish to safeguard profits in relatively non- 
fluctuating types of issues would seem a logical de- 
velopment. Even the prospect of a mildly lower level 
for high-grade fixed-income-bearing securities would 
not prove a deterrent as any modest losses would be 
easily absorbed by the profits taken in common 
stocks. No doubt, experienced investors take such 
a possibility into consideration in making portfolio 
adjustments at this time. 

Of course, the above observation on one of the 
means of safeguarding profits holds only for invest- 
ment in high-grade issues, those of lesser invest- 
ment standing being influenced mainly by changing 
conditions in the individual issuing companies and, 
hence, not so dependable as a refuge. Such issues, 
however worthy they may be in their own right, are 
not so suitable as a haven for funds when large-scale 
profits in common stocks are to be cashed. 

—Monday, January 3 

















Some Practical Pointers for Investors* 





From his life-time of experience in the stock market, Mr. A. T. Miller makes 
some observations which can be found of greatest practical use in handling 
problems of pressing concern to investors today. While there is no 
“fool-proof” market system, the following points are worth emphasis: 








1. There have been only rare instances in our lifetime when a “‘sell- 
everything” policy would have been justified, with 1929 the out- 
standing case. Despite the exceptions that stand out on hindsight, 
the margin for error in timing is so great that far more money has 
been made by long-pull retention of good stocks than by in-and- 
out moves. 








2. But where unusually large profits exist it would certain'y be prac- 
tical in many cases, and add to one’s peace of mind, to sell 
enough to write off at least some of the original cost — leaving 
you in a risk-free position. 


3. In this kind of a profit-taking write-down or write-off of original 
costs, net profit taken should be employed mainly in high grade 
bonds or preferred stocks, pending an eventual cycle of market 
decline that will make common-stock prices more attractive 
generally. You will defeat the object of a profit-taking write-off 


operation if you put realized profits into speculative common 
stocks at this stage. 


4. It is foolish to let reluctance to pay the capital gains tax freeze 
you in stocks which are too high and should be sold. It should 
be considered an expense of investment, like the corporate tax 
is a business expense. 


5. If you want to have a reasonably good chance for satisfactory 
investment results, a primary requirement is to think less about 
“the market” and more about opportunities in individual stocks. 
There are still not a few of these. 


6. If you hold stocks that have not performed well in the bull market 
and which seem to have little likelihood of so doing within a 
reasonable period, you can make substitutions, provided you 
“upgrade” your purchases and do not try to make up for past 





*—Reprinted by request from the December 11 issue. 
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losses by buying even more risky issues. 
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demands for machinery. 
These declines in vital 
areas of the business sys- 





tem were partially offset 
by a rising tide of state 
and local government ex- 
penditures for roads, 
schools, water and sewer 





systems; by increased 
consumer demands for 
soft goods and services; 
and by relatively favor- 
able positive balance in 
United States merchan- 








dise exports and imports. 

In so far as 1955 is 
concerned, the most fun- 
damental aspect of 1954 
was a marked lack of in- 

















3 he year 1954 goes down in the record book 
as the second best business year on record; a scant 
2% below the all-time high of 1953, as activity is 
measured in the government’s “gross national 
product” statistics. 

But this near-record level of the GNP figure obvi- 
ously misses the significance of 1954, and its impli- 
cations for 1955. For while total output of goods 
and services declined only 2%, industrial output— 
the production of mines, mills and factories—was 
off as much as 7%, and corporate profits, before 
taxes, fell by about one-eighth. In terms of GNP, 
1954 looks like a “pause,” rather than a recession; 
but a look at the level of steel operations, which fell 
to as low as 60% in midsummer, makes it clear 
that something more than a pause was involved. 

Actually, 1954 witnessed a very powerful and 
threatening decline in some of the major components 
of business activity: in defense expenditures; in 
business expenditures for plant and equipment; and 
in business demand for inventory. In addition, it 
witnessed a significant decline in the rate of con- 
summer demand for durables, and a further slow 
decline in agricultural incomes, and agricultural 
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terest in building inven- 
tories on the part of 
American businessmen. 
In the first three quar- 
ters of the year business 
liquidated its stocks at 
about a $4 billion annual 
rate. This liquidation process did not, of course, 
affect all industries equally, although the center of 
liquidation shifted around during the year. Almost 
throughout 1954, stocks of steel were draining off 
rapidly. Producers of defense goods likewise were 
reducing their holdings of defense components and 
key raw materials throughout the year. Machinery 
builders, faced with falling backlogs, also liquidated 
almost continuously. But beginning in the fall, the 
most conspicuous reductions of stocks were among 
automobile producers and sellers, and among non- 
durables manufacturers, notably in textiles and 
apparel. 

As the year drew to a close in the fourth quarter, 
and as it became increasingly apparent that major 
demands of business, consumers and government 
were not going to drop off the deep end, interest in 
inventory began to revive, and so, accordingly, did 
the general statistics on business. In the fourth 
quarter, gross national product evidently recovered 
to about $360 billion, approximately its rate at the 
beginning of the year. And the Federal Reserve's 
index of industrial production, after having fallen 
fully 11% from its 1953 mid-year peak to its trough 
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in the summer of 1954, began to advance at an 
accelerating rate. 

The significance of this recovery, insofar as 1955 
is concerned, is that at year-end it was still centered 
primarily in inventory policy. This implies that 
those industries, such as steel and autos, where 
inventory liquidation was most sharp in 1954, should 
experience the best relative production gains in 
1955. (By year-end, for example, the steel rate had 
already recovered to better than 80° of capacity, 
and auto production was climbing toward the high- 
est first-quarter production in history.) However, 
this higher production rate in many basic industries 
implies, in turn, higher incomes for wage earners 
in a broad range of industries, and hence an im- 
provement in the markets for most consumer 
goods. For 1955, as for 1954, the outlook for those 
producers serving primarily the consumer is much 
better than for those serving the defense effort, or 
the capital needs of business. In fact, the typical 
forecast for 1955 suggests a substantial increase 
in total retail trade, in the neighborhood of 5%, 
combined with slight further declines in business 
expenditures for plant and equipment, and in fed- 
eral government outlays for defense. 

In addition to this close balance of offsetting 
trends in major sectors, one must also give weight 
to an apparent sharp rise in the rate of residential 
building activity, and in the expenditures (mostly 
for construction) of state and local governments. 
Total output in 1955 is thus expected to rise mate- 
rially over 1954, and it is altogether possible that 
as the year progresses business will lose the vestiges 
of conservatism on inventory which it still holds at 
year-end. If so, 1955 could fill out as a new blossom- 
ing of the postwar boom, with the benefits of the 
blossoming running chiefly to the consumer, and to 
the endless range of industries that serve him. 
Herewith, an anlysis of the major industries, look- 
ing to 1955. 


PUBLIC UTILITY—Due to the improved industrial 
activity in the last three months of the year, total 
output of electricity in 1954 was probably about 
614% greater than in 1953, this represented the 
smallest annual increase since 1949. 


billion in 1953. This is the first year since the end 
of World War II, that capital expenditures will have 
remained static. Apparently, the industry is reach- 
ing a peak for new, annual expenditures. 

Due to population increase and construction acti- 
vities, the number of customers added was 1.3 
million, with a grand total of 51.2 million customers 
serviced by the electric power companies and all 
other agencies. This is a major trend not likely to 
be interrupted for many years. 

Technical advances have permitted reductions in 
cost of domestic electricity but the effects of post- 
war inflation and higher construction costs have 
made it imperative to appeal to the regulatory 
bodies for rate relief. On the whole, the companies 
have been securing the relief required, thus adding 
to earnings potentials for the companies affected. 
Taxes still remain the most burdensome element 
insofar as profits are concerned and will continue to 
affect the industry. 

The gas utility and pipeline distributive industries 
continue to forge ahead rapidly. Natural gas is in 
increasing use and in 1954 natural gas systems 
added almost 18,000 miles of pipeline to provide 
additional facilities to new and growing communi- 
ties. Construction last year amounted to $1 billion 
and an additional billion will probably be added in 
1955. It is estimated that there are nearly 22 million 
customers in the U. S. using natural gas. Including 
manufactured and mixed gas, total customers num- 
ber 28 million. Revenues from gas sales were slightly 
over $3 billion in 1954, almost $300 million over 1953. 
Reserve supplies of natural gas are constantly 
increasing to meet the existing and potential tre- 
mendous market. There is little doubt that the 
natural gas industry will be among the most rapidly 
growing in the United States in coming years and 
1955 should prove no exception. 


CONSTRUCTION-—In 1954, new construction put in 
place was valued at $37 billion, an all-time high. 
The outlook for 1955 is more of the same: a new 
record, in the neighborhood of $39.5 billion. Both 
private and public construction are expected to set 
new records in 1955, with private expenditures ex- 
pected to reach $27.4 billion, and public outlays 
about $12.1 billion. 





The first three quarters of 1954 were 400 
marked by a decline in electrical output 
for industrial use but an increase in 
home consumption, due to higher air- 300 + 
conditioning use and an increase in the 
number of household appliances. 
Electricity generated by the entire 
industry, including private companies, 
co-operatives and government agencies 
was 471 billion kwhr in 1954, compared 
with 442 billion kwhr in 1953. Adding 
private production by industries and 
railways the grand total for 1954 was 
544 billion kwhr. 
Total installed generating capacity 
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The strength of construction activity in 1955 
hangs very securely on a number of developing 
long-range trends. Foremost among these are the 
apparently endless requirements of state and local 
governments for improved highways systems; for 
some 60,000 additional schoolrooms; for public 
utilities such as waterworks, sewage systems, and 
institutional buildings to serve a rapidly growing 
and highly mobile population. Highway construc- 
tion is expected to rise 18% in 1955; educational 
building 16% ; sewer, water and miscellaneous public 
enterprises, by about 8%. These categories alone 
account for almost half of the expected $2.5 billion 
rise in total construction outlays. 

Another major source of construction strength 
is in private residential building, now estimated to 
rise from about $13.3 billion in 1954 to about $15 
billion in 1955. Much of this strength obviously 
comes from the provisions of the 1954 Housing Act, 
which substantially liberalized the role of FHA in 
maintaining the postwar housing boom on an up- 
ward trend. 

Components of construction activity which are 
expected to decline in 1955 are: private industrial 
building (off 8%); farm construction (off 7%); 
railroad construction (off 13%); and public con- 
struction of residential and industrial facilities (off 
about 30%). But these declines are small alongside 
the swelling tide of homes, roads and schools that 
now form the backbone of construction activity. 
Important gains in the construction industry itself, 
as well as in the large number of important manu- 
facturing industries serving construction, are vir- 
tually assured for the year ahead. 


STEEL—Production of steel ingots and steel for 
castings came to between 88 and 89 million tons in 
1954, a substantial reduction from the record of 
1953. A large part of this decline in production— 
perhaps as much as 10 million tons—represented 
inventory liquidation on the part of steel-consuming 
industries. Once this liquidation began to end, as it 
did in the last quarter of 1954, the rate of steel 
orders and steel production rose very sharply. The 
rise foreshadows, for steel, a level of activity in 
1955 very markedly above the reduced level of 1954, 
and a corresponding rise in the industry’s earnings. 

Product by product, the outlook for the steel in- 
dustry appears mixed, but generally improved over 
1954. The sheet, strip and rod used in substantial 
quantity in the automotive industry are now in ex- 
tremely tight supply, as purchasing agents of the 
automotive giants have suddenly called on steel 
companies to supply requirements for the highest 
first quarter on record. However, it is very possible 
that by early in the year, as more realistic schedules 
are set in the automobile industry, these key steel 
products will ease. Structural steels. on the other 
hand, should continue strong throughout the year, 
if the construction outlook can be trusted at all. 
Farm specialties, such as fencing and galvanized 
sheet, are likely to continue easy. Heavier steels that 
find their way into defense and capital goods are not 
expected to be in short supply by any means, but 
markets for these steels should be firmer than in 
1954, when inventory liquidation was particularly 
sharp for heavy mill products. 

Taking all products together, steel operations in 
1955 should average close to 10% better than in 
1954, and profits should improve somewhat more 


sharply. During the last eighteen months, produc- © 
tivity in the steel industry has risen dramatically, © 
thanks to a shakeout of the labor force and retire- 
ment of uneconomic capacity. With a return to rela- 
tively high (but not excessively high) operating 
levels, profits in the steel industry should be at very 
satisfactory levels. 


AUTOS—The automotive outlook for 1955 is mod- 
erately encouraging, in the sense that volume is 
likely to surpass 1954, but to fall short both of the 
peaks of 1953, and of the highly optimistic 1955 
forecasts announced by some producers. 

Two plain facts about the 1955 automobile market 
stand out. First, it is a hotly competitive market, 
in which prices and margins will be under steady 
and substantial pressure. Secondly, it is no longer a 
booming market of war backlogs, but substantially 
a replacement market. These two limitations stated, 
it is very probable that the combined genius of 
automotive designers and merchandisers will suffice 
to move something like 5.2 million cars into the 
hands of domestic consumers, and another 250,000 
into export. 

In so doing, however, it may be necessary for the 
industry to put on one of the great selling cam- 
paigns in its history, and this selling campaign 
may cut into the volume of other industries compet- 
ing for the consumers’ dollar—namely, the appliance 
industry. The industry may also find that the results 
of all-out warfare among automobile producers will 
lead to an unhealthy degree of concentration in the 
Big Three. The political issue of concentration in 
the automobile industry is one that should no longer 
be overlooked by investors, particularly with a Dem- 
ocratic Congress about to convene. 

For the two publicly held companies of the Big 
Three—General Motors, and Chrysler Corporation— 
1954 profits experience differed substantially, with 
GM showing a very favorable return, and Chrysler 
doing poorly. In 1955, Chrysler’s results should 
improve, although the improvement may be limited 
by high initial tooling costs on its new models, and 
greatly expanded advertising and promotional out- 
lays. For General Motors, only 40% of whose line 
is new this year, costs should be materially lower, 
and profits higher, than a year ago. 

This relatively favorable outlook for the industry 
should not obscure the fact that its current produc- 
tion schedules are unrealistically high, and will 
doubtless be progressively scaled back as the size 
of the 1955 market reveals itself. The projected 
first-quarter production would amount to about 7.5 
million cars if sustained all year, or about 6.3 mil- 
lion cars even allowing for an eight-week model 
changeover toward the close of 1955. In matching 
its tremendous energies to the prospective moderate 
demand in 1955, the industry faces one of its great 
postwar challenges. 

With regard to truck output, the industry now 
looks toward a level of about 1 million in 1955, or 
about the 1954 production level]. This is about 15% 
below the 1953 level, peak year for truck output. 


TIRES AND RUBBER-—Production of tires and 
casings in 1955 is expected to rise rather consider- 
ably from the 91.8 million production level of 1954, 
but will fall somewhat short of the 100.4 million 
produced in the boom year 1953. Similarly, rubber 
consumption by the (Please turn to page 466) 
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Companies With 
“BONANZA” 


Growth Potentials 





By JAMES A. JACKSON 


Hb story is replete with stories of adven- 
turers who traveled far and risked death in the hope 
of finding gold or baubles in the form of diamonds, 
emeralds or other so-called precious stones. Here, in 
America, from the time of the Spanish Conquistadors 
down through the corridors of time men, burning 
with “gold fever,” treked westward across the con- 
tinent and into the frozen north with a single ob- 
jective—making a gold strike or, as second best, stak- 
ing a claim to a silver deposit. 

These were the precious metals. Those who sought 
them, traveling far and enduring hardships, in many 
instances left their own “backyards” beneath the 
surface of which were crude oil or minerals of one 
kind or another worth more than any gold or silver 
deposit they could find though they prospected the 
length and breadth of the entire western hemisphere. 
It is true, of course, these were elements that, if not 
wholly unknown, were little understood or for which 
there was apparently little practical need. In some 
instances, they had no particular value because of 
lack of technological processes for their recovery or 
commercial application, Among them were titanium, 
vanadium, uranium, zirconium and tungsten. In the 
days of the “gold rush,” when a miner’s pick struck 
against a black rock—one of the tungsten ores—he 
“damned” his luck, never dreaming that what he had 
struck would one day command a price equal to gold 
ore. Even crude oil, several generations ago, was 
almost completely ignored. 
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Back in 1848, petroleum or “rock oil”, as it was 
then commonly referred to, was actually a drug on 
the market. Samuel Kier, who drilled several salt 
wells near Pittsburgh in that year, found these wells 
giving up “rock oil” that floated on top of the brine 
in his cistern. He had a market for his salt, but didn’t 
know what to do with the oil until hitting on a plan 
to bottle it for sale as nature’s remedy “to calm our 
sufferings, and assuage our woes”, according to the 
label on each bottle. Evidently, this “wonder” drug 
of the day didn’t cause the populace to beat a path 
to his door. Seven years later, Sam Kier tried dis- 
tilling or refining his “rock oil”, producing a dis- 
tilldte that was found to burn well in wick lamps. 

Finding Oil by Luck 

It was not until 1859 that E. L. Drake, a railroad 
conductor, brought in the first well drilled for oil, 
producing 25 barrels a day. Thus was the beginning 
of the petroleum industry, now one of the largest 
and most important parts of the U. S. economy, and 
which in 1958, had gross income of approximately 
$18.6 billion. 

The search for additional oil and gas lands is per- 
petual. Oil companies are constantly carrying on ex- 
ploratory and drilling operations wherever modern 
scientific instruments such as the seismograph, tor- 
sion balance, the gravimeter, and similar devices in- 
dicate prospects of successful well drilling. In the 
search, oil companies will lease, usually on a royalty 
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basis, properties owned outright or on which mineral 
and other rights are held by companies neither di- 
rectly or indirectly identified with the petroleum in- 
dustry. Oil and gas production from these acreages 
for some of these companies has developed into an 
additional source of income of such proportions as 
to amount to real bonanzas, adding substantially to 
earning power. 

In this connection, one wonders whether the Union 
Pacific Railroad Co., wouldn’t be in order if it was 
to add the word “oil” to its corporate title, so great 
has been its growth as an oil and gas producer. It 
holds extensive lands running well over 30,000 acres 
in various oil fields in Colorado, California, Wyo- 
ming and Kansas. Its oi] and gas operations in 1953, 
produced net income of $34.3 million, up from $33.6 
million for the preceding year, and again surpassing 
net income from transportation operations of $28.8 
million for 1953 and $32.7 million for 1952. This 
alone is sufficient to pay the dividend on the stock. 


Iron-Titanium Prospects 


Crude oil, already contributing so handsomely to 
the road’s earnings, may eventually prove to be but 
one source of bonanza earnings from mineral de- 
posits of potential commercial importance on the 
extensive land holdings of the road. Present efforts 
are being concentrated on the study of iron-titanium 
deposits in the Iron Mountain area in southeastern 
Wyoming, where surveys indicate a large body of 
low-grade ore, part of which is on Union Pacific 
land. How soon production of this ore will begin de- 
pends upon solving technical problems involving 
processing and separation of the two elements—ti- 
tanium and iron ore—but in the meantime it is in- 
teresting to ponder the potentials of the discovery 
of worth-while uranium ore deposits on the com- 
pany’s land holdings that come within the confines 
of the Colorado Plateau or other sections that have 
possibilities of developing as uranium areas. 

Another interesting example of utility or indus- 
trial companies developing bonanza income from 
development of crude oil on their properties is the 


St. Regis Paper Co. On the basis of the most recent 
report, St. Regis has gotten off to a good start, hav- 
ing an undivided one-quarter interest in the minerals 
on an 840-acre tract under lease to the Stanolind Oil 
& Gas Co., and on which six producing wells have 
been brought in. This acreage is in the Pollard Field 
in southern Alabama, where development by three 
major oil companies have brought in a total of 33 
producing wells. In or close to areas in that section 
of Alabama as well as northwestern Florida which 
are under extensive exploration for oil, St. Regis has 
timberlands of more than 300,000 acres. On 42,000 
acres of these holdings, it owns all the minerals; on 
171,000 acres, an undivided half interest in minerals; 
and on the balance of more than 87,000 acres, it 
owns up to 50% interest in minerals. The oil poten- 
tials for St. Regis are such that stockholders, at 
their annual meeting in April, 1953, approved an 
amendment to the company’s certificate of incorpora- 
tion to extend its powers to engage in the develop- 
ment and production of oil, gas and minerals. 

In attempting to gauge the potentials of oil produc- 
tion as sources of additional income for companies 
outside the oil industry, one cannot overlook Cana- 
dian Pacific Railway which for 1953 had an income 
from petroleum rents, royalties and reservation 
fees of $7.3 million, almost double the $3.7 million 
from these sources for the preceding year. With 
more than 11.3 million acres of petroleum rights 
leased or reserved for exploration, together with 
about 1.5 million acres of owned townsites, farms, 
pastures and timberlands, Canadian Pacific should 
continue to record increasing income from the 
further development of oil and gas, in addition to 
the possibilities of adding new sources of earnings 
from the development of mineral depesits of poten- 
tial commercial importance. 


“Land Company” Holdings 


Oil and gas production has proved to be a source 
of bonanza earnings for a number of land companies. 
The Kern County Land Co., organized 65 years ago 
to raise cattle and cultivate farm lands, activities 














Land Holdings with Potentially Valuable Mineral Deposits 





Atch., Topeka & Santa Fe Land holdings include oil and gas acreage 
as well as mineral rights on uranium ore 
deposits now in production. Other interests 
include 72% ownership of substantial tim- 
ber acreage partially developed with pro- 
ducing oil wells. 


Has extensive proven and undeveloped oil 
lands of approximately 11.3 million acres 
that are under lease or reserved for explor- 
ation. Also holds about 1.5 million acres of 
townsites, farms, pasture lands and timber 
lands. 


Canadian Pacific Ry. 


Owns in fee in excess of 500,000 acres 
northwest timberlands. 


Crown Zellerbach Corp. 


Diamond Match Co. Owns over 76,000 acres of timberland in 
Idaho and Washington, and holds about 


220,000 acres of land in California. 


In addition to gas rights on about 880,000 
net acres, owns jointly with Western Nat- 
ural Gas, the Rare Metals Corp., to engage 
in the exploration and mining of uranium 
and other ores. 


EI Paso Natural Gas 





Owns extensive oil and gas producing 
properties in California, together with 
additional extensive acreages in New 
Mexico and Arizona, these states making 
up part of the Colorado Plateau, and 
Oregon. 


Kern County Land 


Montana-Dakota Utilities Holds mineral rights on considerable acre- 
age at various points in the Williston oil 
basin. A subsidiary, Knife River Coa! Min- 
ing, operates a strip lignite coal mine. 


Pacific Coast Co. Properties include about 2,000 acres with 
some mineral rights, in the state of Wash- 


ington. 





Republic Steel Recently discovered titanium ore deposit in 
Mexico with estimated 400 million tonnage 


which it is proceeding to develop. 


St. Regis Paper Controls approximately 300,000 acres of 
timberlands in or adjacent to oil field with 
producing wells in Alabama and in north- 
western Florida where oil exploration is 


being carried on. 


Owns or controls several million acres in 
California, Utah, Nevada and Texas. 


Southern Pacific Co. 


























JANUARY 8, 1955 


433 











with which it is still identified, has developed sub- 
stantial income from producing oil wells, principally 
on its California holdngs of approximately 403,000 
acres. This is in addition to ownership of about 
780,000 acres in New Mexico; 601,000 acres in Ari- 
zona, and 169,000 acres in Oregon. Of its California 
acreage, only a portion has been developed for oil 
and gas but reserves are being increased as further 
drilling is carried on, largely by operating oil com- 
panies on a royalty basis. Kern County Land’s reve- 
nues from royalties and from its own direct oil and 
gas operations, totaled $20 million, approximately 
62% of aggregate revenues for the year of $32.9 
million, with net earnings equal to $2.69 a share for 
the outstanding capital stock. Continued exploration 
is increasing output and expanding reserves. 

Oil and gas, however, are not the only deposits 
that are adding to the wealth of various American 
companies, Although the world is only at the thresh- 
old of the atomic age, there are few persons not 
familiar with the almost frenzied search going on 
for uranium deposits with one recent discovery 
changing ownership at a price of $9 million. A devel- 
opment that was less publicized was the discovery of 
a uranium deposit on lands where the Santa Fe 
Pacific Railroad, a wholly-owned subsidiary of 
Atchison, Topeka & Santa Fe Railway, owns the 
mineral rights. Operations through a new wholly- 
owned subsidiary, the Haystack Mountain Develop- 
ment Co., were begun at this property more than a 
year ago, the ore being processed by a near-by mill 
of the Anaconda Copper Mining Co. Atchison, com- 
plying with admonitions from the Atomic Energy 
Commission, is prevented from commenting on 
quantity of uranium deposits, but nevertheless 
stated that it expected these operations to be on a 
profitable basis in 1954. Atchison, through its 
wholly-owned Chanslor-Western Oil & Development 
Co., has varied interests, including oil and gas 
interests with net earnings for 1953 of $7,874,272. 
Among its other holdings is a 72% interest in the 
Kirby Lumber Corp., owning substantial timber 
acreage in East Texas and West Louisiana, on which 
some producing oil wells have been brought in from 
which it is receiving royalties. 


Enlarging the Earnings Potential 


Southern Pacific Co., because of its tremendous 
land holdings looms up as having great potentials 
through the discovery of oil, gas, and various min- 
erals deposits. Its total land holdings, well diversi- 
fied as to location, consist of more than 4 million 
acres in California; approximately 1.6 million acres 
in Nevada; 172,000 acres in Utah, plus an addi- 
tional 1,197,000 acres situated in the last two named 
states and Texas. 

Union Carbide & Carbon Corp., generally classi- 
fied as a chemical company, is already heavily 
interested in uranium production through its wholly- 
owned subsidiary, the United States Vanadium Co., 
which owns deposits and operates uranium process- 
ing mills in the Colorado Plateau. This is an area 
of about 65,000 square miles reaching into Colorado, 
Utah, New Mexico and Arizona, a vast mesa country 
and the mecca for men in search of uranium. There, 
too, are deposits of vanadium, one of the rarer of 
earth’s elements and so vital, usually in combination 
with other alloying metals, to impart to steel sta- 
bility at high temperatures and high dynamic 
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strength strength for steel made into moving parts. | 


Union Carbide, while not segregating earnings of 
its Alloys and Metals Group, states that these activi- 
ties last year accounted for approximately $287 mil- 
lion of total sales of $1,025 million. 


Other Beneficiaries 


So far in this article, we have dwelt to some length | 


on the development of oil and gas lands and the 
production of uranium as sources of bonanza income 
for companies whose primary operations are in 
other fields. These raw materials may also eventu- 


ally prove prolific income producers for other com- * 
panies with large land holdings either owned out- | ‘\"* 


right or held, along with minerals rights, under 
rental or lease arrangements. While foremost in 


mind, among others, are the railroad companies | 


such as Union Pacific, Southern Pacific and Atchi- 
son, and St. Regis Paper, there is Crown Zellerbach 
Corp., which owns in fee more than 500,000 acres 
of timberlands in northwest United States. Then 
there is the El] Paso Natural Gas Co., owning gas 
rights on about 880,000 acres in Colorado, Utah, 
Nevada, Wyoming, and New Mexico, which formed 
early in 1954, in conjunction with Western Natural 
Gas Co., the Rare Metals Corp., to explore and mine 
uranium and other rare elements. 


It is the possibility in the latter that enhances 
the potentials of those companies having mineral 
rights to lands on which deposits of the rare ele- 
ments may be uncovered. Progress in science and 
technology is opening up new fields demanding 
increasing supplies of these materials. Included in 
this grouping, although it is not the rare element 
it is often thought to be, is titanium which derives 
its name from the Titans of Greek mythology — 
symbol of mighty strength. For many years, this 
element presented difficulties in recovering it from 
the oxides in which it is found. World War II and 
subsequent military demands for high-speed jet 
aircraft gave the impetus for large scale research 
on production and fabrication with the first work- 
able process being developed in 1946. In the six 
years in which it has been in commercial produc- 
tion titanium has become an important metal. 

For all of 1954, however, production of titanium 
sponge did not go much over 6,000 tons. The Office 
of Defense Mobilization has added the metal to its 
list of critical materials for stockpiling, and because 
of the great need for Ti—the chemical symbol for 
the metal—in the construction of aircraft and mili- 
tary equipment the Government is giving every pos- 
sible aid to industry with the objective of increasing 
out put in order to meet Defense Department needs 
which by 1960 is expected to reach 100,000 tons. 
Light-weight, highly-corrosion resistant titanium 
metal has many important uses in civilian applica- 
tion such as commercial aircraft, chemical plant and 
oil refinery equipment, marine equipment and more 
are expected to develop as production increases. 

Meanwhile, the search for additional potential 
commercial deposits of titanium ore is being intensi- 
fied. National Lead Co., is already an important 
producer from properties located in the Adirondack 
Mountains of New York State. Other deposits are 
being worked by various companies in Florida, Vir- 
ginia, North Carolina and Idaho. Republic Steel 
Corp., the largest producer (Please turn to page 482) 
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A, the beginning of 1955, there is little 
basically unhealthy about American indebtedness — 
national, state, municipal, business, corporate and 
personal — provided sane and sensible policies are 
pursued in the handling of each burden. While mis- 
taken courses for the nation, the individual or any 
other debtor could lead to something akin to catas- 
trophe, there are no strong indications today that 
such courses will be pursued although if it were 
left to the politicians, there could be trouble galore. 
Fortunately the American people are more realistic. 

An elementary philosophical approach to the debt 
question often makes a direct comparison between 
the debt of a nation and the debt of an individual, 
with the implied lesson that if a nation conducts its 
affairs thriftily and makes its expenditures fru- 
gally in accordance with the precepts of Poor 
Richard’s Almanac it will suffer no harm. So far 
as a large part of a national debt is concerned, this 
comparison is wholly illusory. 

The individual or the corporation can properly 
count as a species of savings such capital invest- 
ments as have been made: a dwelling house or a 
manufacturing plant, which obviously has a lasting 
and realizable worth. A nation, the United States 
for example, may have made an enormous invest- 
ment in its war plant, its Navy and its Air Force 
but it requires a long stretch of imagination to 
regard these as savings or investments in any way 
comparable to those of the individual or the corpora- 
tion. The market for a battleship is extremely lim- 
ited; that for a guided missile completely lacking! 


JANUARY 8, 1955 


Md 






Can Our Economy 
Support 
kver-Rising 
Nat’l-State-Local 

Debts? 


By 
HAROLD 
DuBOIS 


Y/, 


What is true of the United States is true to per- 
haps a lesser extent of a State or municipality. 
Either may have a very substantial investment in 
a penitentiary. Fire-engine and school houses have 
in a few cases found outside markets but it must 
be accepted that the general rule is that the expendi- 
tures, the investments of governments are unproduc- 
tive so far as income is concerned and very remotely 
comparable to the investments of individuals or cor- 
porations. The story is told of an important business 
man who was taken to see the monument built to 
honor the war dead of the District of Columbia. 
“Very handsome,” he observed, “but I doubt if you 
could borrow much on it at the bank.” 

So it is that while a city or a nation is no more 
than what its people make it, it is misleading to 
attempt to draw any simple parallel where their 
respective finances are concerned. Yet those finances 
must be directed by people. 

A basic difference springs from the question of 
longevity. It is the rare exception for an individual’s 
credit to outlive him and even where substantial 
estates are left, the old rule prevails that there is 
only a generation or two between shirtsleeves and 
shirtsleeves in American experience. The credit of 
a nation is quite different and, presumably, some- 
where between the two could be placed the credit 
of a corporation. 


Security the Vital Element 
There is one element which is indispensable to 
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the credit of any creature, natural or artificial. That 
is security. Here, again, wide variations appear but, 
fundamentally, the weight of a debt must be con- 
sidered in relation to what the debtor has over and 
above what is owed. That security may be largely 
potential but there must be confidence that it exists 
or foreclosure will follow. 

For most of its history, since the United States 
became a major power, the National Debt rarely 
caused serious concern. The security behind the debt 
has in the vast majority of years been so over- 
whelmingly greater than the debt itself that no 
threat has existed and even the service of the debt 
has not been a grievous burden. At the outbreak of 
the First World War, the entire debt was little more 
than one billion dollars. Although that struggle 
drove it to $25 billion, successive retirements of a 
billion a year for ten years brought it down to 
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relatively small compass, Then came the extraor- 
dinary measures of the depression era with another 
World War, and the Korean adventure added, caus- 
ing the debt to reach proportions where even the 
annual interest alone is more than six times what 
the entire principal was a generation earlier. 

At the end of the last fiscal year the debt stood 
at $271.3 billion. This now is more than $275 billion 
and, under temporary legislation can go to $281 
billion. It was only the day before yesterday when 
almanacs gave the national wealth of the United 
States as $300 billion. Limited to such a comparison 
the present debt would be infinitely dangerous, the 
mortgage too close to total value. 

However, there has been a notable change in 
methods of calculation. Such a figure as national 
wealth is almost entirely dispensed with; in its place 
there is used the more practicable figure of natioxal 

income or national product. If that 
Expenditures figure is to be used (and it seems 
sensible to employ a living fluid 
figure rather than a static wealth 
estimate) then the margin is ample. 
It may be of interest to note that 
it has long been the practice of 
Americans to describe a man’s 
wealth in a round capital sum 
while, in contrast, the English 
practice has been to refer to in- 
come, identifying an individual as 
being worth so much a year. If this 
sounder method of measurement be 
employed, then American potential 
, income serves to belittle the debt. 
; In an address last October Presi- 

; dent Eisenhower remarked: 
“Drawing on the richly varied 
abilities of our entire citizenry, we 
can foresee that in less than a 
decade the national income will 
/ increase from today’s $356 billion 
‘+ to $500 billion. This would equal 
{ an average increase of more than 
| $3,000 for every American family 
“} of today. And these can be real 
/ dollars—dollars of stable buying 
4 power, not simply more dollars of 

cheapened value.” 

Various learned organizations 
have made calculations on the rate 
of increase of the national product 
and even the more conservative 
make the present debt appear 
wholly manageable. Assuredly 
when the entire principal could be 
paid off out of a single year’s pro- 
duce with scores of billions left 
over, the debt dwindles. 

The Conference on Economic 
Progress, a New Dealish group, 
has brought in an even more opti- 
mistic estimate. Using factors often 
employed by economists, this body 
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national income of $600 billion in 


(1 EY ss 7 finds no difficulty in arriving at a 


1954 State / 1960, only five years hence. To be 
Local { sure, this Conference supposes that 
; there will be a return to New Deal 
re ica bad eked UR clatatliait Sg Lia Se a ae policies. 
Indeed, this group presents what 
° . ” ad 20 25 ” 35 on the (Please turn to page 468) 
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State Tax Collections, by Major Source: 1954* 


(As percentage of total revenue) 





Sales Taxes 





















































































































































































































































Total Individual Corporation Severance Estate Other 
State (in Dollars) Total. -- General Selective Income Net Income Taxes and Gift Taxes 2 
Total couove$11,071,640,000 59%. 23% 36% 9% __—« 1% 3% 2% 20% 
Alabama. ....... 159,890,000 75. 38 8k 9 - ; eee 
IN Slik pce ice 77,926,000 63 32 31 6 6 a oe 
Arkansas ......... 105,737,000 90 Yr ae. 8 3. -% c 17 
California _ 1,242,401,000 63 87 ee 7 10 . « 18 
COlOTAMO oo eoennennsnns 118,048,000 G5 28 5 : +. a. 
Connecticut ...................... 165,302,000 67 32 35 _ 15 5 13 
Delaware ...00cocmon 41806000) eM a ys 
ees 267,766,000 76 24 52 i ‘ 1 23 
NE Sisco 224,666,000 82. 48. ST 5 5 ‘ 8 
| RSE 37,593,000 47 a = 13s #§£i? ‘ 1 32 
MN a Sees 545,844,000 82 38 44 me . 2 16 
dis wsmemnue __ 285,928,000 79, 43. 31 ae ‘ 1 20 
EET 187,972,000 63 32 31 ll 1 2 23 
Kansas eens 140,050,000 66 Soe 86882 ‘ 1 23 
Kentucky 138,128,000 56 Xe 56 4 6 ; 2 22 
Louisiana 294,710,000 58 21 37 D : 23 1 13 
MAIN oo eeeeeneneneneninncninnnene __ 56,408,000 74 24 a 3 23 
Maryland ee 181,304,000 57 18 39 15 7 2 19 
Massachusetts uw... 327,561,000 BS gr 38 21 7 - 4 30 
ae 616,365,000 70 46 24 : ‘ L 29 
ei) ¢: : 246,467,000 38 sae 38 20 5 13 1 23 
Mississippi _............ 117,500,000 72 23 44 9 5 : 10 
Missouri Redan 224,370,000 65 41 24 11 % se 2 22 
DR GMNOOII os sieecccce 39,351,000 Dh ey a: 51 2 4 3 2 28 
Nebraska 2. cece 63,476,000 59 59 ve ‘ 41 
MO WANN chess reasccs tiamecctsicce 17,848,000 59 59 1 fae 40 
New Hampshire ........................... 29,134,000 56 56 4 % 4 36 
New Jersey ................... 201,086,000 57 ae 57 ea i 5 39 
New MeXiCO 2... coo 715,783,000 69 36 33 2 1 1 ‘ 21 
LC 2 C!S A eA S20 es 32 30 18 2 18 
North Carolina. ................... 294,771,000 56 19 37 _13 12 eas 1 18 
North Dakota .......................... 43,597,000 63 29 34 > 2 1 : 29 
eR 539,188,000 77 35 42 ee 1 22 
CORT RORII A sssesccsssciessnnessesccsccsotecs 203,644,000 58 21 37 4 3 15 1 19 
ONG OIR s s 126,634,000 y+ eee owen 28 32 11 1 2 26 
Pennsylvania  ..............0.0.... 616,941,000 4% 6 41 19 5 39 
P00 ge OE 57,004,000 ie 238 47 12 3 15 
South Carolima .....0..00.0000.000000...... 157,019,000 73 29 44 7 a= : 11 
South Dakota 0.0.0.0... 38,771,000 73 $1- 47 . 1 1 19 
TeMMeSSOO oie coeccccecceecccccccsscees sesteesenee 197,515,000 V1 26 45 1 8 ; 1 19 
CNN OU ER een oer et eo ere 470,340,000 46 peak . 46 32 1 21 
(LET aE ee ae 56,707,000 61 31 30 9 “a 3 1 , 19 
CC Re ee ee aie pea 27,112,000 44 44 19 a a 2 28 
MUL) 2 cee enna 196,038,000 BAN re 44 20 11 : aim 24 
Washington oes 267,282,000 82 51 $1 2 16 
West Virgimia ccccccccccccn 128,204,000 84 52 32 ae ie 1 15 
Wisconsin 261,271,000 28 aie 28 27 18 : 2 25 
INP UAPRMIRIT IE Sctecsccssorsascteastrersareeslscte 29,845,000 62 29 SS, cc oes 1 37 
Number of states using tax 48 48 32 48 31 33 25 47 48 





* Figures are for fiscal Year 1954. 
1This is a tax charged against corporations for the extraction or re- 


moval of natural resources, 


Percentages are rounded. 


2 Includes property, license, and other taxes. 
3 In three states—Alabama, Loulsiana, and Missouri—corporate income 


JANUARY &, 


1955 


taxes are included with individual income taxes. 


Amount shown as cor- 


poration tax for Alabama represents only tax on financial institutions. 
4 Figures omitted; represented less than one-half of ene percent of total 


State revenue. 


SOURCE: U, S. Bureau of the Census. 
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Washington: 


CONGRESS WILL SUPPORT MORE HOUSING 


By “VERITAS” 


TRIAL BALLOON set in flight by Agriculture Secre- 
tary Benson when he observed (in what was pre- 
sented as an offhand position) that this country 
might very well engage in trade with countries be- 
hind the Iron Curtain has brought favorable re- 





WASHINGTON SEES: 


The Eisenhower Administration is starting on its 
second lap plagued by the lack of coordinated 
public relations which has given the impression, 
often wholly unjustified, that the route is not clear 
even to the pilots. Needed is a clearing house for 
public pronouncements—a system to bring them 
into harmony, delineate the policies so they can- 
not be misinterpreted. Latest complications arise 
on conflicts over proposed manpower reductions 
in the armed forces. 

On the one hand, Defense Secretary Wilson 
has stated with what seemed to be the confidence 
of knowledge that the international picture has 
brightened to the point where less manpower will 
be needed in the future than in the past; on the 
other hand, State Secretary Dulles is darkly warn- 
ing that the Soviet threat has not faded. And there 
is the additional element presented by Pentagon 
brass who say the mechanized warfare with new 
deadly weapons, plus greater concentration on air 
striking force, lessens the need for huge armies of 
foot soldiers. 

Actually, there has been more, not less, of the 
bellicose in recent Moscow statements. Threats 
and warnings have poured into democracies veer- 
ing toward closer alliance with the United States. 

It is probable that Wilson and Dulles are talking 
the same policy, in language which suggests con- 
trast. But congress will want to know whether man- 
power cuts will mean future inability to cope with 
“small wars,” and stop them in course. Or, danger- 
ously, must this country win, if at all, through 
global nuclear conflict? 








438 


sponse and almost no criticism. Benson naturally 
was thinking in terms of agricultural commodities, 
cutting the surpluses existing here. Those items 
have no war-making potential, are considered “safe.” 
Argument that a well-fed enemy is more dangerous 
than a hungry one may have some validity and 
Benson recognized that fact, met the issue. Any 
trading which is in our favor should be undertaken, 
he suggested, “even if it includes butter.” 


HOUSING looms large among the ventures of the 
new congress. President Eisenhower was frustrated 
last year in his plan for a program providing a suffi- 
cient number of units to make inroads on the widen- 
ing spread between available dwellings and de- 
mands. Congress clipped the requested fund sub- 
stantially; but the President will be back, asking 
for the original amounts. And there is promise from 
both political parties that he’ll get the money. Mean- 
while, the Housing and Home Finance Agency has 
under way a study which will show that the needs 
of minorities have been woefully neglected. Segre- 
gation or no, specific relief is in sight. 


WATCHED closely will be the operations of the Pen- 
tagon’s new procurement policy, going into effect 
Jan. 7. Key point of the plan is diversification among 
many plants rather than concentration on the top 
few which then proceed to sub-contract. Whether 
Secretary Wilson’s declaration for the new idea 
amounts to more than a pious proclamation will be 
determined by the extent to which the Pentagon 
takes affirmative action to push contract spread. But 
it will be interesting, also, to observe whether from 
the standpoints of price and performance the new 
is as good as the old. 


FACING the test of whether a republican President 
can “get along” with a democrat-controlled con- 
gress, General Eisenhower probably is studving 
precedents. And he’ll find many. Since the Civil 
War, nine Presidents found themselves without 
Capitol Hill control; in this century there were three 
in that position for their final two years—Wilson, 
Hoover, Truman. Most fared well legislatively. Chief 
problem: division within his own party. 
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As congressmen began arriving in the Capitol in 
numbers, talk increases that the democrats will use their 
new-won control of both houses to work with the President 
for continuance of most excises and for present rates 

on corporations, talk much but do little about personal 
income tax cuts and save their big push for 1956, the 
immediate pre-election year. Practical political 
considerations make this strategy seem likely. Ike has 
been readying the new session for a $63 billion budget. 
The democrats reason that if they give the republican 
Administration the budget it requests and also allow 
Korean=-level taxes to continue in effect, there still will 
be an operating deficit chargeable against General Eisen- 
hower. If they tinker with the fiscal machinery he 
designs, they'll have to share the blame for unbalanced 
budget ; if they don't, they can say "we gave them 
everything they asked; they still couldn't fulfill their 
campaign pledge. 



































A budget out of balance will come as no shocking Surprise to the taxpayers. 





The President has readied them for that, and its size will be determined by the extent 
to which congress cuts taxes without providing compensating new incomes. The demo- 
crats will have no difficulty mustering their strength behind continuance of the 52 
per cent corporate level. The excises are more readily felt by the man-in-the-street, 
and it will be hard to hold the line against some pruning there. That is especially 
true of the "common man's luxuries" -- alcoholic beverages, tobacco, automobile parts. 




















quandary. Historically, they have been the advocate of low levies on the wage-earner 
and they did nothing in the 1954 campaign to discourage that notion. Yet, cutting 

the rates in 1955 will give their opposition Something to point to when called on to 
explain the unbalanced budget. As a result this year may witness legislative tight- 
rope walking: a strong fight by the demmies to slash personal income rates, but a 
fight stopping short of success, saving victory for election year. A tax cut engineered 
by the democrats in 1956 will spread its benefits over the mass of taxpayers without 
havings its harm felt by the Treasury -- before election rolls around. Then, if there 
is a democratic President he has the plea Ike used in his first year: "I'm operating on 
an inherited unbalanced budget." 




















Talk of a new reciprocal trade bill has drifted away from whether extension 


— 


will be voted, to for how long it will be given new life. All thought of defeating the 
Hull Program has been abandoned. Last year a one-year extender was approved by con- 
gress, rejecting Ike's recommendation for three years. Some democrats have talked of 

a permanent program, but that is not in sight. It would be unrealistic, anyway; it 
could be permanent only in name, but always subject to revision or cancellation. Any 
doubt that the trade treaty idea will continue in effect was erased by tacit agreement 
that the President be empowered to meet arising problems by adjusting any tariff five 


per cent upward. 























For the past two years, congress has dealt gingerly with the subject of 
raising the minimum wage but shied away from actually coming to grips with it. One of 
the principal reasons is that organized labor realizes so few of its members are in 
the covered groups that it would be unwise to expend effort on it when so many other 
objectives need attention. But the proposed increase -=- from 75 cents an hour to 90 
cents or 95 cents -= means much to some lines of employment. It could dry up a job 
source for many persons who, because of physical or other impediments, have a limited 
market for their services. Bills already in the draft stage calls for a $1.25-an-hour 
minimum. That figure is not taken seriously, even by the Sponsors; it's a starting 
point for bargaining. Any boost will be fought by a determined bloc of southern 
congressmen who fear disruption of wage policies long observed in their areas. 
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There will be token amendment of the Taft-Hartley Act, leaders in both 
parties now agree. Many changes will be proposed, dropped when serious controversy 
is apparent, or seems so. Taking their lead from Labor Secretary Mitchell, both CIO 
and AFL will make a concerted drive to eliminate the state right-to-work laws. The 
unions were greatly encouraged by Mitchell's West Coast walkout on these statutes; their 
enthusiasm was dampened by President Eisenhower's disclaimer of Administration seconding 
of what Mitchell had said. Employer groups applauded Eisenhower. But it really 
amounted to little anyway; Mitchell was talking about laws in a jurisdiction from 
which he is barred by the constitution: the state legislatures. The laws could be 
wiped out by congress (the Taft-Hartley Act merely permits states to enact them; 
could stop them by amending the enabling provisions out of the federal statute); but 
it is significant that the Labor Secretary was silent on that point. 





























Because the Benson Plan for agriculture is of such recent creation that it 
hasn't been given a chance to get off the ground, attempts to write a substitute will 
fail, the returning congressmen agree. That comes from some members who will make 
the try, Senator Allen A. Ellender of Louisiana, for example. Agriculture Secretary 
Benson will not give the support of his agency to any idea broached up to now -= some 
of them under republican sponsorship. And Benson has performed such an admirable 
job of steering through the controversial bill without wrecking the GOP that he's safe 
from White House interference. 





























If there is a single authority on problems of agriculture in congress, it is 
Rep. Hope of Kansas. A respected republican who is very much dissatisfied with the 
Brannan Plan (he thinks it runs around more farm problems than it meets head-on), 
Hope could cause Brannan worried hours. But it is doubtful that he could make his 
ideas stick, at least until flexible supports and crop controls are tried. In both 
houses there will be bills to bring about an increase from 70 to 90 per cent as the 
floor for parity. Sponsors say they'd be satisfied with a 10 per cent increase, to 
80 per cent. 


























When it is considered that it requires $9,000 a year to keep one man in 
military uniform under a state of recognized hostilities, the important aspect of 

















It is one and one-half years since Korean problems put the military on a wartime 
footing. With Ike's signature ending hostilities, men entering the service no longer 
will be discharged as war veterans. And the costly post-war benefits, education and 
training, farm loans, terminal pay, special jobless benefits -=- all these go out the 
window. The fund for these purposes grows about half a billion dollars a year. 











A Presidential proclamation ending a state of war gives flow to interesting 
currents. It is sometimes regarded a premature conclusion: that the foe against which 
military action was taken has been subdued or has given up. It could hardly be con- 
sidered that Korea is a finished page in international relations; a truce, loosely 
drawn and never finalized, certainly is not an ending. On the other hand, congressmen 
who are pressing for return to peacetime levels, of corporate tax and excise taxes, 
are given additional points of argument in favor of their causes. The rates which Ike 
will ask to have renewed before their April 1 expiration date were related, in their 
inception, to war in Korea. But Selective Service isn't automatically ended; some 
other wartime acts lose none of their effectiveness. When World War II came to a 
close, wartime taxes continued for several years. 





























Uncle Sam, the giant among real estate tycoons, is making good on his 
promise to get rid of the surplus. This couldn't be done until an overall inventory 
was made: until President Eisenhower demanded that this be done, land and building 
ownership was distributed among agencies under various bookkeeping entries, the 
complete mosaic had not been patterned because nobody ever had reduced realty holdings to 
any common denominator which the. accountants could recognize. Now that this has been 
done, points out Budget Director Rowland R. Hughes, the federal government is unload- 
ing -- an alcohol plant here, a hotel there, 17 ferrous scrap processing plants, 
clothing manufacture for the navy, a chlorine plant and numerous others. 
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Export-Import 
Outlook for 1955 


x *k * 


By V. L. HOROTH 


_ * international exchange of goods is 
going through a period of transition from abnormal 
postwar conditions to a more normal state of affairs. 
About the surest thing that can be said concerning 
the United States foreign trade outlook for 1955 is 
that it will continue to be influenced by this transition. 

Primarily this means that competition for world 
markets is bound to be even keener than in 1954. 
Production—raw material, agricultural, and indus- 
trial—has been rising steadily the world over, and 
individual countries of the Free World have become 
more self-sufficient in essentials. They have seized 
the opportunity to shop more carefully for what they 
need. The prices of industrial products have finally 
come under pressure and are declining. 

The second major problem arising from the tran- 
sition to more normal conditions concerns the de- 
cline of American economic aid and the growing de- 
pendence of U. S. postwar customers on their own 
dollar earnings and resources. The period during 
which the American taxpayer financed a substantial 
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part of U. S. exportss is coming to an 
end, and this is naturally creating 
problems for the American exporter. 

In 1949, U. S. economic aid to for- 
eign countries stood at almost $5 bil- 
lion. Since then it has shrunk by at 
least $3.5 billion to probably less than 
$1.4 billion in 1954. Yet our commer- 
cial exports have shown no such de- 
cline. At almost $12.5 billion in 1954, 
they were actually higher than in 
1949. 

What has been responsible for this 
showing? First, the post-Korean rise 
in prices has had a great deal to do 
with it. Second, the dollar earning 
power of foreign countries has great- 
ly expanded as their production has been restored. 
Continental Western Europe, for example, trebled 
her sales to this country during the 1949-1954 peri- 
od. The third major factor that has helped to sus- 
tain our exports despite a drop in foreign economic 
aid, has been an expansion in U. S. Defense Depart- 
ment spending abroad. These expenditures are in- 
curred for the building and the maintenance of air- 
fields and for goods and services supplied to our 
troops stationed abroad. They are running currently 
at about $234 billion. In addition to these expendi- 
tures, foreign countries have been receiving military 
aid, financed from funds appropriated by Congress. 
An increasing proportion of this aid is now being 
made available in dollars rather than in U. S. mili- 
tary hardware. 

The above three items—U. S. private merchandise 
imports, U. S. economic assistance, and the expendi- 
tures of U. S. Government in connection with na- 
tional defense—accounted in 1954 for about 75 per 
cent of all dollars supplied to or earned by foreign 
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U. S. Exports by Main Divisions 
(Millions of Dollars) 








—12 Months——- ——10 Months—— 
1952 1953 1953 1954 
ep NNR <5 co. 2s svcsensasesseo oo 15,191 15,747 13,171 12,522 | 
Less: Military aid.................... 1,988 3,504 3,080 2,076 
Equals: Commercial Exports!.. 13,203 12,243 10,091 10,446 
of which: Agricultural? ........... 3,431 2,842 2,298  2,3403 
Non-agricultural”.... 9,620 9,280 7,690 8,0003 


Exports by Selected Products or Groups 
(Millions of Dollars) 








—12 Months ——9 Months —— 
1952 1953 1953 1954 

Grains and preparations............ . 1,483 1,059 825 542 
ND occ ster csseccesesnstaiteinnes ; 264 340 220 167 
ee ee aT bs 862 517 365 544 
Vegetable oils, fats, oilseeds...... 158 173 83 173 
OSS ERR eRe 494 335 256 211 
Petroleum and products............ 793 691 519 490 
Steelmill products ....................... 621 494 372 370 
Sawmill products, paper & mfrs. 231 190 138 166 
Machinery ............ ese 2,714 2,736 2,099 1,928 
Motor vehicles .................. & 987 963 749 785 
Textile manufactures ................ 659 640 475 456 
Cn, ed mene ae 801 800 582 715 








1_Including those special categories paid for by foreign countries. 
3—Excluding re-exports. *—Partly estimated. 


U. S. Imports by Main Divisions 
(Millions of Dollars) 














——12 Months——- ——10 Months—— 
1952 1953 1953 1954 
Total Imports wee . 10,747 10,778 9,044 8,468 
of which: Agricultural : 4,519 4,184 3,490 3,330° 
Non-agricultural 6,228 6,594 5,554 5,138% 
Imports by Selected Products or Groups 
(Millions of Dollars) 
—12 Month;——- ——9 Months —— 
1952 1953 1953 1954 
Coffee ...........:..... - . 1,376 1,468 1,072 1,128 
Cocoa .... tapas : 178 167 131 190 
I ossccussiveneenciotaees ' 416 426 373 369 
Crude rubber ............. 619 331 267 190 
Raw wool a ashonbaewineies 382 295 243 174 
Other textiles ................. 728 631 485 4258 
} Petroleum and products . 692 762 553 599 
Sawmill products .................. 222 236 183 179 
Paper and paper materials. , 926 932 696 682 


Dn re 200 319 241 184 
EMME, iskivsass adecseisesnonsinseiceeiva 411 434 363 289 
Rech cds ev cnvisnnstekoasnemcensinvivs 298 270 206 127 
Steelmill products .................... 213 255 213 88 
Machinery and vehicles one 354 353 274 274 


Chemicals and related products 244 293 230 194 





3—Partly estimated. 























countries. Since the supply of dollars is the chief 
factor determining the magnitude of foreign pur- 
chases from the U. S., a brief discussion of the out- 
look for merchandise imports, foreign economic aid, 
and U. S. Government spending is likely to throw 
light on our 1955 export prospects. 


Outlook for Merchandise Imports 


The 1954 merchandise imports, insofar as can be 
estimated on the basis of the first ten-month figures, 
should be around $10 billion, or about $800 million 
less than the 1953 merchandise imports of $10.8 bil- 
lion. During the first half of 1954, imports were 
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strongly influenced by business recession here; there 
were sharp declines in the imports of wool, rubber, 
tin, copper, steel mill products, and textile manu- 
factures. These declines were partially offset by 
larger imports of petroleum products and by the 
considerably higher cost of coffee and cocoa imports. 
During the first half of 1954 we paid for these latter 
two commodities almost $190 million more than 
during the first half of 1953. 

In the second half of 1954, the situation reversed 
itself. There was some improvement in the imports 
of non-ferrous metals, textiles, and steel mill prod- 
ucts as compared with the similar period in 1953. On 
the other hand, coffee import values fell off sharply, 
reflecting hand- to-mouth buying as well as a price 
drop. 

Generally speaking, prospects for imports are in- 
fluenced by prices, business activity, and the state 
of inventories. Provided that prices hold around the 
current levels, imports in 1955 should rise somewhat 
above the 1954 figure. More imports of raw materials 
such as rubber, non-ferrous metals, textile fibers and 
manufactures, foods, and miscellaneous manufac- 
tures will be needed if, as anticipated, business ac- 
tivity here runs some 3 to 5 per cent higher than in 
1954 and if a larger proportion of the overall out- 
put goes into consumer goods. 

With a few exceptions, the inventory situation has 
been strong, and some inventory buying should take 
place, especially if there is a further firming in the 
prices of non-ferrous metals, rubber, and other 
commodities. Nor is it likely that the overall import 
figures will be kept down by a drop in coffee prices. 
Because of hand-to-mouth buying, the volume of 
coffee imports was kept down at about 18 million 
bags in 1954. With inventories low, coffee imports 
should rebound to at least 20 million bags in 1955, 
once the present uncertainty about future crops is 
resolved. 

As will be seen from the accompanying table, the 
decline in our imports from Western Europe in 1954 
accounted for almost one-third of the overall decline 
in imports; it reflected principally smaller purchases 
of steel mill products and textile manufactures. How- 
ever, our imports from West Germany held up re- 
markably well, attesting to German ability to push 
exports. In Latin America, our purchases from Chile, 
Brazil, and Argentina fell off by almost $200 mil- 
lion—a development which no doubt contributed to 
the payments difficulties of these countries. Imports 
from Canada and the overseas sterling area each 
dropped about $100 million. 


An increase in imports in 1955 should benefit pri- 
marily the overseas sterling countries and Western 
Europe, where it would be particularly helpful in 
bringing nearer what is now known as “C-day’”’—the 
convertibility of currencies. 


Other Sources of Dollars 


As was already pointed out, the factor second in 
importance in determining the outlook for 1955 ex- 
ports is the sum total of dollars provided to foreign 
countries through various U. S. Government trans- 
actions: economic aid, the cash content of military 
aid, U. S. defense expenditures abroad, and U. S. 
troop spending overseas. The total of all these di- 
verse items exceeded $5 billion in 1953 and $4 billion 
in 1954; how large will they be in 1955 and how will 
they influence our exports? 
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With considerable economic aid still in the pipe- 
lines, the dollars provided through our aid programs 
may not decline sharply in 1955. However, more and 
more economic aid will be diverted from Europe 
into underdeveloped countries and for reconstruction 
in Korea and Indo-China. If the much discussed 
plans for bolstering up Japan and other weakened 
and communist-threatened countries in the Far East 
should take shape and be approved by Congress, 
more dollars may be available as economic aid. On 
the other hand, it is certain that no spending of the 
Marshall Plan magnitude is intended—or, for that 
matter, is necessary—and if the reports emanating 
from the U. S. Treasury are correct, the Far East 
development program may add only a few hundred 
million dollars to the current level of spending for 
economic aid. 

Other U. S. Government expenditures abroad will 
also be smaller in 1955, unless, of course, something 
unforeseen develops. The airfield building program 
is nearing completion, with the possible exception 
of Spain. Fewer troops will be stationed abroad, and 
cash military aid to France—which helped bolster 
up the French franc in 1954—is bound to be less. The 
Associated States of Indo-China are likely to be the 
chief beneficiaries. 

As to the dollars created by American tourist 
travel, immigrant remittances, payments for freight, 
royalties, interest, and other charges, there should 
be no great change from 1954.*Thus one may con- 
clude that the overall supply of dollars in 1955 will 
be about the same as in 1954, a potential increase in 
merchandise imports being offset by a decline in 
U. S. Government spending abroad. 


Difficulties in Forecasting 1955 Foreign Trade 


In view of the practically unchanged supply of 


dollars, most foreign trade specialists expect no 
great deviation in our 1955 export figures. But they 
have been hesitant about putting down any definite 
figure, partly because of possible price trends and 


partly, one may suspect, because many of them 
missed the mark last year where export forecasts 
were concerned. 

One year ago, it will be remembered, the United 
States was in the midst of a business recession. Many 
people, influenced by the grim prognostications of 
the Australian economist, Colin Clark, expected the 
worst. U. S. imports had sagged seriously during the 
latter half of 1953, and since they are the main 
source of dollars for foreign countries it was natu- 
rally thought that our exports, which totaled $12.2 
billion in 1953, would decline below that level in 
1954. But the opposite happened. After dipping dur- 
ing the first quarter of 1954, our commercial exports 
staged a remarkable comeback, On the basis of ten- 
month figures, the total for the full year 1954 appears 
to have been around $12.5 billion, as against $12.2 
billion in 1953. 

The unexpected expansion of our commercial ex- 
ports in 1954 was basically due to: (one) the strik- 
ing economic comeback of Western Europe, and of 
Western Germany in particular. Europe’s purchases 
in turn provided overseas countries with more pur- 
chasing power for our goods; (two) the relaxation 
of restrictions on imports of dollar goods. For the 
first time since the war, Western Europe has begun 
to buy in the lowest-priced markets, and this devel- 
opment has helped many of our commodities. 

During the first nine months of 1954, West Ger- 
many, the Netherlands, and Belgium alone bought 
some $220 million more of our product than in the 
same period in 1953. Europe in general bought more 
of our cotton, tobacco, meat products, fats, oils, oil- 
seeds, and fruits. These purchases have maintained 
the flow of our farm products abroad, offsetting the 
decline in our exports of wheat and other grains, 
the production of which has now recovered the world 
over. All this has been a part of the transition to 
more normal conditions in world markets. Our ship- 
ments of non-ferrous metals to Europe also im- 
proved, reflecting the high level of industrial ac- 
tivity on the Continent. (Please turn to page 482) 






































U. S. Trade by Selected Countries 
(In Millions of Dollars) 
———_—__—_—_—_—— . S$. Exports — ——_——_ —- ———U. $. Imports ——————————_ 
—— 12 Months —— 9 Months —— 12 Months ——— —- 9 Months —— 
1952 1953 1953 1954 1952 1953 1953 1954 
WESTERN HEMISPHERE 
I oe oak 2,796 2,995 2,313 2,067 2,387 2,461 1,840 1,748 
Dollar Latin America sw» 22 2,270 1,660 1,743 2,030 2,104 1,662 1,721 
Argentina ee : 148 104 75 81 159 182 157 83 
Lo See 564 296 216 347 808 768 541 470 
Chile Seah Peter ? 130 98 64 49 286 242 214 163 
Other non-dollar Latin America.......... 177 151 114 102 128 147 116 107 
Non-dollar Latin America ihc; uch oem 649 469 579 1,381 1,339 1,028 823 
Total Latin America ...... . 3,341 2,918 2,129 2,322 3,411 3,443 2,690 2,544 
WESTERN EUROPE 
United Kingdom ... - 677 589 427 439 485 546 418 368 
Low countries ......... .. 568 493 338 478 347 428 331 257 
Germany ........ sists a» Gas 356 244 331 212 277 209 200 
NOR sess kacecgaz ee : dus 365 339 254 229 167 187 144 112 
Others Maheven icc. CHO 1,086 815 789 773 857 624 525 
Total Western Europe . 3,342 2,863 2,078 2,266 1,984 2,295 1,726 1,462 
OVERSEAS STERLING AREA ete 1,185 911 672 683 1,376 1,157 895 783 
RMHSONID ccescceducsseccver’s aac GZ 670 449 538 229 262 200 202 
Philippines : : ae . 283 351 266 234 236 276 219 217 
Other Far East! ch geacsaastene ised 382 373 285 265 413 338 269 197 
New East ......:.:..:...: : Ne 328 254 237 221 231 172 164 
1—Formosa, Indochina, Indonesia, Korea, Thailand. 
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By JOHN D. C. WELDON 


4, is a rather remarkable demonstration of 
the basic improvement in the earning power of 
American corporations that whereas the majority 
paid little or no dividends in the period before World 
War II, not less than 90% of the companies whose 
stocks are listed on the New York Stock Exchange 
are now making payments to stockholders. A very 
large number of these companies either resumed 
dividends or increased them in the post-war period. 

Even this fine record, however, is overshadowed 
by the spectacular performance of a handful of com- 
panies that have raised their dividends practically 
in each of the past 9 years. In some cases, these in- 
creases were in the form of a successive raising of the 
cash dividend rate; in other cases, stock dividends 
were added to these increases and, in a few cases, the 
stocks were split, at the same time that the syste- 
matic increases in dividends continued. In one in- 
stance, International Business Machines, all three 
forms of increases were granted by the directors. 

Obviously, the ability of a company to increase its 
dividend payments annually, by whatever means, is a 
sign of extraordinary corporate vitality and success. 
This is particularly true, with respect to the post- 
war record, since this period. encompassed some 
rather sharp reversals in the general corporate earn- 
ings trend. It stands to reason, therefore, that a 
company that can continue to increase both earning 
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among companies vary, of 
course. In some cases, this 
may be due to the alertness 
SSS SSS. of a management to the pos- 
SSS sibilities inherent in a 
SSS SS SSS 8 f t 
easetearecctanretentete unique new product of grea 
SS SSS SSNS SS importance, which it is in a 
position to exploit to the 
fullest. Or it may be due to 
recognition of the potentials 
in a product which has actu- 
ally been on the market for 
a considerable period but 
which has not as yet been 
developed effectively for 
widespread use. By taking 
the lead in adaptation of an 
older product for new use, 
the company can increase 
its sales on a truly astonish- 
ing scale, almost year-by- 
year. 


5 
SSIS 


Reasons for 
Unusual Records 


Both Lily Tulip Cup and 
Dixie Cup are unusually in- 
teresting examples of how 
a simple product, like the 
paper drinking cup, and 
paper containers, can be de- 
veloped into an important 
industry. This, of course, 
was made possible because 
the managements of both companies recognized that 
an increasing population, avid for more and more 
comforts and conveniences of life would form the 
base for an ever-expanding market for their prod- 
ucts. Not only in the home but in practically every 
office and factory in the country, these conveniences 
are made fully available to the personnel. Then, of 
course, there are the direct commercial outlets, in 
automatic vending machines. Obviously, as these 
markets expanded voluminously, earnings for the 
companies regularly increased and dividends could 
be raised annually. Lily Tulip, as a matter of fact, 
has raised dividends each year since 1946, except 
once, and the same has been true of Dixie Cup. 

Among the 20 companies listed in our compilation 
which have been able to increase dividends regularly 
in the post-war period, are four public utilities. 
Though most public utility companies have been 
able to raise their dividend rates once or twice since 
the end of World War II, very few have been able to 
increase their dividends each year. Stockholders, of 
course, have benefited in many cases from the issue of 
“rights” to new stock but this is not quite the same as 
a regular annual increase in the cash dividend. The 
four companies to which we have alluded (please see 
table) are fortunate in that they have been operat- 
ing in areas that are growing at an above-average- 
rate. This means that (Please turn to page 472) 
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Companies in a Major Dividend Uptrend 


All dividends adjusted for stock-splits and stock dividends 1946-1954: as based on present capitalization. 



































Indicated 
Price Range Recent Div. 
1946 1947 1948 1949 1950 1951 1952 1953 1954 1953-54 Price Yield 
CENTRAL & SO. WEST CORP. 
Geen BI, 0264065022. . $ 35 $ 75 $ 82% $ 90 $ 90 $ 95 $1.04 $1.20 31'2- 18% 30 «44.0% 
CROWN ZELLERBACH 
GeeR DAY. ....60ss0c06cc0s. S “35 85 1.00 1.00 1.10 1.55 1.60 1.65 1.95 6434- 2612 59 3.3 
a” eee ere ee ete  “eeeey See. See | ree He 100% a ee ed 
DIXIE CUP 
eer ; .37%2 50 .50 56 81 1.522 1.60 1.65 1.80 61%4- 31% 58 3.1 
Stock Split ............ 2 forl a ; ; a a as 
DOUGLAS AIRCRAFT 
rete Ge. -ecsessctss: . 1.87% 6212 1.25 2.31 1.56 1.81 1.87% 3.25 6.50 125 - 30 120 «(5.2 
MAGENTO cecctccesiticacd, “rasa: “tested | pln = eect), “eda y | ne 2 for! 
FLORIDA PR. & LT.* 
COMBI. oi <6.560: .80 1.01 1.12 1.201 1.25 1.40 1.45 1.60 1.75 57%4- 3134 55 3.1 
GENERAL ELECTRIC* 
GCasht Divs. .s2..65.sc006 . 53 53 56 67 1.26 95 1.00 1.33 1.47 48'2- 22% 45 3.2 
MIGCRNGDNIE Gx ie |e | em an Wayhe eehaeee UD tec aes 5 3 for 1 
GEN. PUBLIC UTILITIES , 
Gere BIG. osc sscsenescs : W.-) .80 .80 85 1.10 1.25 1.45 1.60 1.70 34%- 23% 34 = 5.0 
TON ERIM 53 soa nsnvssss:s eae m2 ; ae ere ite ae ede ees 
GILLETTE CO. 
Gash Div: .....:....; 1.25 1.44 1.50 1.62% 2.43 2.50 2.50 2.75 3.50 7634- 32% 7300 (47 
MIGEITODNE cc csieccicden dee shite 60st) getanet  U cssaes 2 ford 
GOODRICH (B. F.)* . 
Casht Div; ..........:.:. Pr 83 91 91 1.08 41 1.32% 1.37'2 1.60 64%- 305 635 2.5 
Stock Splits ............ F 3 for Saves 2 for! Sevenetercosare, Wh sabe 
HALLIBURTON OIL WELL 
oh 5 Ae 12% 75 1.00 1.43 1.50 1.50 1.65 1.90 623%- 235% 57 3.3 
MNDENS WEG 6. «cc ycecisncesees ee eee Saeed ee 100% aed on 





1—_Common stock held by Amer. Pr. & Lt. prior to 1950. 
2—Paid 1/10 share South Car. Elec. & Gas. 
3—Unlisted prior to 1952. 


4—Also paid 1 share 42% “A” preferred for each 20 shares held. 
5—Based on new stock. 
*—May be purchased on “‘dollar-averaging” basis. 





Central & Southwest Corp.: Steady growth of territories in which this 
integrated utility holding company operates through subsidiaries—Texas, 
Oklahoma, Arkansas end Lovisiana—has permitted a practically continuous 
post-war earnings increase on a per share basis, despite dilution through 
additional stock offerings. This stock is suitable for more conservative 
type investment. 


Crown Zellerbach Corp.: As the leading West Coast paper manufacturer, 
company is in a position to profit from growth of territory; though it serves 
other portions a te U. S. and Western Canada. Management is efficient 
and progressive and stock may be held as long-term investment with above- 
average appreciation prospects. Moderately dynamic. 


Dixie Cup Co.: This company discussed in text. Stock can be held as long- 
term commitment, based on evident growth prospects. Moderately dynamic. 
Douglas Aircraft Co.: This, of course, is one of the truly dynamic among the 
aircraft manufacturing stocks but at current levels would ngt be suitable 
for the average investor. Depending on individual needs,¥the stock can 
be marked down through partial acceptance of profits, or retained indefi- 
nitely on the basis of continued long-term growth. 


Florida Power & Light Co.: This is among the most dynamic, potentially, 
among utility stocks. Serving the rapid'y expanding Florida area, it is in 
a special position to benefit from long-term growth but is mainly suitable 
where size of current income return is not the determining factor. 


General Electric Co.: As the largest among the electrical manufacturers, 
with an assured position in practically every branch, this company faces 
a future of indefinite expansion. The stock, accordingly, should be consid- 
ered in the light of a long-term investment and is suitable, therefore, 
mainly for investors who can disregard intermediate fluctuations. 


General Public Utilities Corp.: With a somewhat above-average yield for 
a good-grade public utility stock, this issue merits consideration by investors 
who prefer the certainty of gradual, if slow, growth to more dynamic 
possibilities. 


Gillette Co.: This company has been in a gradual earnings uptrend for some 
years, with all divisions participating in revenue increases. An excellent 
management, a modern plant and strong finances, have been responsible for 
an exceptionally fine showing. Owing to scope of recent price advances, 
however, purchase should be deferred until a more favorable opportunity 
is presented. 


Goodrich (B. F.) & Co.: Sharp increase in auto production should favorably 
affect near-by earnings. Long-term interest centers on petrochemical devel- 
opments, especially through the Gulf Oil-Goodrich combine. This stock 
is a typical, modern long-term growth issue, but, at present advanced 
prices, commitments could be on a “‘dollar-averaging” basis, rather than 
a full commitment at this time. 


Halliburton Oil Well Cementing Co.: This company has had a remarkable 
record of earnings and dividend gain in the comparatively brief period 
since World War II. Due to special techniques and manufacture of particu- 
larized supplies for the oil producers, it has gained ahead of most other 
companies in this field. However, after the split-up in 1953, the stock now 
stands at high market levels and purchases should be deferred until a more 
favorable opportunity is available. 

(Continued on page 446) 
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Companies In a Major Dividend Uptrend (Continued ) 


All dividends adjusted for stock-splits and stock dividends 1946-1954: as based on present capitalization. 



































Indicated 
Price Range Recent Div. 
1946 1947 1948 1949 1950 1951 1952 1953 1954 1953-54 Price ‘Yield 
HOUSEHOLD FINANCE 
ee $ 53 $ 63 $ 70 $ 70 $ 80 $ 96 $1.00 $1.06 $ 1.08 3634- 22 29 3.7% 
Stock Div. & Split....... ian. Foss : MOM oan cks ees = 10% 10%& steers ~ ean ae 
2-1 split 
HOUSTON LTG. & POWER* 
NMR Sc case vue cvntvececastave 60 55 68 73 90 . .78 90 1.05 1.20 41%4- 22 39 = 3.0 
OR BUDE: ..o.osccvescsscssornes ORs ee a ee | SS Oe, PLS aks EONS Ns 
INTERNAT. BUS. MACH.* 
oo eee . ai22 1.22 1.90 2.10 2.30 2.40 2.70 2.90 3.80 375 -179% 358 1.0 
Stock Div. & Splits.......... Resp, 2 wae 134-1 split 5% 5% 5% 5% ep A iy)! Se coe 
5-4 split 
LILY TULIP CUP 
Cash Div. 56 57 .60 75 1.08 1.58 1.66 1.66 3.60 104 - 39 97 3.7 
Stock Div. .. 75% ee RS 
MINN.-HONEYWELL REG.* 
I a sistssonccsspocenczaces 90 1.00 1.25 1.31 1.48 2.25 225 2.25 2.30 109%2- 53% 105 2.1 
Stock Split axaeuiesise - ae sie |) emer! a Nae Seem ee ess 
MINN. MINING & MFG.* 
Cash Div. sckeniniet 36 38 52 65 80 1.00 1.00 1.00 1.30 90 - 42 87 1.4 
Stock Split 4 for! Pace, sake = 
NATIONAL LEAD* 
Cash Div. sapecsseesesteecs 47 62 Al a5 1.33 1.41 1.45 1.75 2.10 6134- 295% 61 3.4 
Stock Div. & Split.......... sieecs pass a er ae ee eS 
SCOTT PAPER* 
ee 45 48 56 65 91 1.05 1.20 1.35 1.57 6614- 27 59 _-2.8 
Stock Div. & Split....... 100% 2-1 split 
STANDARD OIL OF CALIF.* 
el ee 98 1.36 1.70 1.70 1.80 2.47 2.85 2.85 3.00 7934- 491% 73, 4.1 
Stock Div. & Split... w.. : — 5% 5% 2-1 split mie i ree ere Sn 
WINN & LOVETT 
Cash Div. .......... .08 A 13 a5 .24 308 36 42 $2 20%2- 8% 20 «2.6 
Stock Splits ...... scesss. aa 4 oe a] | ars ae rere 





1—Common stock held by Amer. Pow. & Lt. prior to 1950. 
2—Paid 1/10 share South Car. Elec. & Gas. 
3—Unlisted prior to 1952. 


4—Also paid 1 share 412% “A” preferred for each 20 shares held. 
°—Based on new stock. 
*—May be purchased on “dollar-averaging” basis. 





Household Finance Corp.: This company has made consistent progress in the 
small loan field and, based on continued expansion of branch offices, and 
heavy demand for consumer loans, net income has made new records and 
is likely to repeat the performance in 1955. After the stock split and 10% 
stock dividend, the stock may tend to consolidate its position, pendisg 
further increases in the cash dividend rate. Suitable for long-term holding 
but this is more likely to be gradual than dynamic. 


Houston Lighting & Power Co.: Located in one of the most rapidly growing 
industrial centers in the United States, with expenditures for new facilities 
keeping pace through new financing. Considerable margin of earnings over 
dividends leaves room for further increase in the rate. Stock is a worth- 
while long-term holding, of a rather more-than-average dynamic quality 
for a utility stock. 


int‘l Business Machines: This is a typical “rich man’s stock.’ Despite its 
enormous advance—in number of points—in the past year, the stock may 
be held by investors interested only in long-term capital gains. The com- 
pany, of course, is outstanding in its field with an unlimited future. 


Lily Tulip Cup Corp.: This company discussed in text. Stock can be held 
as long-term commitment, based on evident growth prospects. Moderately 
dynamic. 


Minneapolis-Honeywell Regulator: As the leading manufacturer of tempera- 
ture control equipment, this company is benefiting sharply from the con- 
struction boom. Its research and development departments have had out- 
standing success and the company has distinct growth prospects. The stock 
should be held as a long-term commitment for eapital gains, but new 
purchases should be deferred pending a more favorable market oppor- 
tunity, unless ‘‘dolilar-averaging’’ method is used. 


Minnesota Mining & Mfg. Corp.: Constant development of new uses for 
the company’s tapes, adhesives and abrasives, in universal industrial, 
business and domestic use is steadily enlarging earnings base. Undisputed 
excellent prospects in view for company but, after this year’s large advance, 
purchase of stock should be deferred pending more favorable market oppor- 
tunity, unless ‘‘dollar-averaging’’ method is used. Long-term holdings 
need not be disturbed. 


National Lead Co.: Diversification in recent years has greatly broadened 
scope of company’s activities. New developments, particularly in titanium, 
are particularly valuable from a long-range standpoint. Stock should be 
held and new purchases on “‘dollar-averaging” basis. 


Scott Paper Co.: This is a good example of a company finding new markets 
for established products. Population growth and higher living standards 
for nation a basic factor in company’s growth. Long-term holdings need not 
be disturbed but new purchases should be confined to “dollar-averaging.”” 


Standard Oil of California: Both from the earnings standpoint and growth 
in reserves, company has made an excellent record in post-war years. Large 
foreign holdings, on actual and potential earnings factor of great impor- 
tance. Has added to earnings base through chemical operations. Stock can 
be held as good long-term investment and new purchases confined to 
“dollar-averaging” type. 


Winn & Lovett Grocery: The company has expanded its stores rapidly in 
Florida, which constitutes the main area of operations, though it has 
interests in Kentucky, as well. Aggressive management gives this stock 
somewhat of a dynamic growth aspect. The stock is of the speculative 
variety, however, and is suitable mainly for investors who can afford 
a certain measure of risk. 
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 —_—— achievements of chemical research 
have revolutionized industries and changed social 
patterns, as any student of economics knows; but 
the development of new products have posed major 
problems that may not be solved for years. A survey 
of the outlook for fertilizer producers raises this 
interesting point. Productivity of the soil has been 
tremendously improved through discovery of chem- 
ical formulas that stimulate plant growth. At the 
same time, attractive profit margins offered by these 
unexploited lines have invited keen competition that 
now threatens to bring about major disturbances. 

Need for cheap and abundant supplies of plant 
food is obvious. Rapid population growth has accentu- 
ated the problem of supplying sufficient amounts of 
agricultural products. At the same time, the steady 
shift of families to suburban areas has meant an ever- 
shrinking acreage of tillable land. More and more 
land is being withdrawn from use in truck gardens. 
Industrial plants have sprung up on far land in 
many parts of the nation. The amount of acreage 
devoted to agriculture has been reduced steadily 
not only because of demands for other uses, but also 
because of mounting labor costs. 


Making Fertilizer Pay for Itself 


As more efficient farming methods are adopted, 
resulting in greater productivity on the land uti- 
lized, it is axiomatic that greater quantities of plant 
food will be required. Experts have demonstrated 
by repeated tests that fertilizer offers the most satis- 
factory method of obtaining higher yields from the 
acreage planted. Larger crops counteract rising 
harvesting costs. In short, successful farmers make 
fertilizer pay for itself in higher cash returns from 


1955 


JANUARY &, 


Fertilizer Companies 


—Some With 


Uranium Prospects 


By FRANK L. WALTERS 


operating the land more efficiently. 

Curiously enough, the urgent need for food under 
wartime conditions, when manpower was at a 
premium, spurred research experts to develop syn- 
thetic fertilizer ingredients coincident with im- 
proving the essential raw materials of gun powder. 
Thus the chemical laboratory demonstrated ability 
to meet a crisis. 

Nitrogen is a strategic material required in produc- 
tion of munitions. As such it was produced in large 
quantities during the war, and adequate facilities 
for manufacture had to be assured. Nitrogen also 
is essential in combining with other chemicals in 
formation of plant foods. The discovery of a method 
for converting petroleum products into synthetic 
ammonia for use as nitrogen either in munitions or 
in fertilizer revolutionized the industry a decade 
ago. In an industry accustomed to _ spectacular 
achievements, production of anhydrous ammonia has 
astonished industry officials. 

Just prior to outbreak of hostilities in 1939 there 
were scarcely more than half a dozen producers of 
synthetic ammonia in this country. Even after the 
war the number had increased only to about ten. 
By the end of next year it is expected that the 
number will have expanded to at least two dozen. 
The nation’s capacity for producing nitrogen has 
enlarged correspondingly. Output approximated 
400,000 tons annually at the beginning of World 
War II, and of that amount all but a small fraction 
was produced by Allied Chemical and by duPont. By 
the end of the war capacity had approximately 
doubled, and the two principal producers accounted 
for only slightly more than half of the 800,000 tons. 
Output rose rapidly in the next few years until a 
year ago the industry’s capacity was put at close 


447 














to 2.5 million tons. By the end of 1955 it is ex- 
pected that our domestic plants will have a capacity 
of more than 3.6 million tons. 


Such phenomenal growth evidently is going to 
pose a problem, for it seems questionable whether 
consumption can expand rapidly enough to absorb 
the large quantities of plant food that may be put 
on the market next year. Although price-cutting 
has not proved severe, observers point out that the 
incentive for such a development may become evi- 
dent in coming months, when farmers begin plant- 
ing new crops. Sales of fertilizer are concentrated 
largely in the first five months of the calendar year. 
The fact that several large petroleum companies 
have expanded production of petrochemicals suggests 
that their intensified efforts to invade the fertilizer 
market may lead to price-cutting. 


Uranium Potentials 


As compensation for the threat of narrower mar- 
gins in synthetic ammonia, however, plant food 
producers having their own sources of phosphate— 
another essential ingredient of fertilizer-may de- 
velop a source of income from sale of uranium to 
the Atomic Energy Commission. It has been found 
that phosphate rock yields profitable quantities of 
uranium when the ore is crushed and processed 
in a chemical solution. Uranium recovered in this 
manner is sold to the Government agency on long- 
term contracts. Although profit margins on this 
business have not been disclosed, they are believed 
to be worthwhile. Income from this source in most 
instances is expected to go toward aiding margins 
on production of superphosphate. 

Moreover, the uranium factor has proved im- 
portant for several companies in that need for the 
critical material served as the basis for applications 
for authority to construct plants with certificates of 
necessity. Thus plant food makers gained the benefit 
of rapid amortization (together with tax savings) 
in construction of modern phosphate facilities. 

Incidentally, not all fertilizer companies are en- 
gaged in making all their own raw materials. Thus, 
those which purchase nitrogen from others will be 
in position to benefit from any competition which 
depresses quotations on the synthetic product. A 
closer observation of this factor will be undertaken 


as we turn shortly to comments on individual 
companies. 

As compensation for the prospect of keener com- 
petition that may result from increased production, 
economists look for concentration of farming in 
smaller areas. In previous generations as population 
grew, limitless areas of tillable land provided re- 
sources for larger crops. Such acreage gradually is 
diminishing, however, not only in New England and 
in the North Atlantic States, where population is 
becoming more dense, but also in mid-western re- 
gions. Development of suburban areas and shopping 
centers surrounding new industrial settlements has 
removed thousands of acres from agricultural uses. 

Government experts are forecasting an increase 
in population of more than 1 per cent annually over 
the next several years. Growth of about 42 million 
persons is anticipated by the Bureau of Census in 
the next 20 years, suggesting the extent of demands 
that may be made upon farmers for increased 
production. 


Major Companies Involved 


Perhaps a clearer understanding of the problems 
and prospects confronted by fertilizer producers 
may be gained from a brief description of the 
product. The most widely used plant foods contain 
three essential chemicals—nitrogen, phosphorous and 
potassium. The first two have been discussed in 
some detail. As pointed out previously, the major 
producers of synthetic nitrogen are Allied Chemical 
and duPont. Others include Olin-Matheison Chem- 
ical, American Cyanamid and Spencer Chemical. 
Lion Oil and Phillips Petroleum also are engaged 
in producing anhydrous ammonia and _ nitrate. 
Deere & Co., is constructing a new plant to begin 
production shortly. 

Among leading producers of phosphorous are In- 
ternational Minerals & Chemical, American Cyana- 
mid, Virginia-Carolina Chemical, American Agri- 
cultural Chemical and Smith-Douglass. Armour & 
Co., is engaged in processing phosphates into super- 
phosphates, a concentrate used in mixing with other 
chemicals. In fact, to counteract rising freight costs, 
most producers convert raw materials into concen- 
trated form. 

Potassium, the third major ingredient, is derived 
from potash. The latter is (Please turn to page 472) 
































Statistical Data on Fertilizer Companies 
COMPANIES OPERATING EXCLUSIVELY IN FERTILIZER INDUSTRY 
Net Sales 
1953 1954 ——Net Per Share—— ——Div. Per Share—— Indicated 
(9 Months) 1953 1954 1953 1954 Price Range — Recent Div. 
——— (Millions) (9 Months) (Indicated) 1953-54 Price Yield 
American Agricultural Chemical...................... $ 67.11 n.a.2 $ 7.271 $ .402 $ 4.50 $ 4.50 91 -553%4 88 5.1% 
International Minerals & Chemical 93.51 $ 17.02 2.441 .20° 1.60 1.60 3912-2712 38 4.2 
Smith-Douglass Co. 39.53 5.64 2.513 224 1.20 1.20 3232-1458 27 4.4 
Virginia-Carolina Chemical 85.41 n.a.2 4.261 (d) 682 4814-1618 44 
COMPANIES OPERATING SUBSTANTIALLY IN FERTILIZER INDUSTRY 
American Potash & Chemical “B” $ 22.4 $ 17.9 $ 3.64 $ 2.94 $ 2.00 $ 2.005 7314-2558 67 2.9% 
Lion Oil Co. 89.9 73.5 3.46 2.45 2.00 2.00 4932-2852 47 4.2 
Spencer Chemical 34.11 6.72 4.201 512 2.20 2.40 7478-44 65 3.6 
(d)—Deficit. 3—Year ended July 31, 1954. 
n.a.—Not available. 4_Quarter ended Oct. 31, 1954. 
1—Year ended June 30, 1954. 5—Plus 10% stock dividend payable 1/7/55. 
2—Quarter ended Sept. 30, 1954. 
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One of the surest tests in appraising the 
prospects for stocks is the use which companies 
make of their earnings. When, after payment of 
dividends, companies set aside each year enough to 
guarantee growth through utilizing these sums ef- 
fectively to provide for plant expansion and im- 
provement, replacement of old with new equipment, 
financing of research and development facilities, and 
to maintain adequate cash reserves, the investor can 
be sure that his investment is protected through 


sound management policies. 


Together with the broadening of the base of the 
company’s earnings which is ensured by the above 
practices, the accumulation of working capital over 
the years, has a direct effect on dividends. And it 
will be of advantage to the investor to understand 
that the accumulation of such reserves is generally 
capitalized through liberal stock dividends or the 
split-up of shares, in addition to which cash divi- 
dends may also be increased. Therefore, it is of im- 
portance to be fully informed on the amount of 
earnings which the company has retained over the 
years for general corporate purposes as a guide to 


possible future dividend action. 


In these “thumb-nail” sketches, we describe the 
earnings-fividend trend of five companies which 
have had a rather extraordinary record in the post- 
war years with respect to the use they have made 
of their surplus earnings. In several instances, it 
would seem, the accumulation of retained earnings 
should be capitalized through a split-up or through 
a liberal stock dividend in 1955. In others, the pos- 
sibilities ’rather favor an increase in the cash divi- 
dend rate. The probabilities in each of the five 
stocks presented are clearly indicated. 

Pertinent data is appended to the text in the form 


of charts and tables. 
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1943 | 1944 | 1945 1946 1947 | #19486 1949 | 1950 1081 | 1952 1983 1954 
| 1i2! oa | 119} 266 | 3.41 | 3.43 | 306 | 443 | 3.88 | 3.52 | 3.48 | 
[sol sm | so] 155 | 185] 1.00 | 1.00 | 110 | 1.55] 1.60 | 1.65 | 1.95 

25.71 25.8 | 30.6 | 32.3 | 33.7 | 45.3 | 52.8 | 60.1 | 65.5| 75.8 | 80.6 | 























> Companies With 
Large Reserves in 
Retained Earnings 


BY OUR STAFF 


CROWN ZELLERBACH CORPORATION 


BUSINESS: A fully integrated paper producer, ranking as the second 
largest in the industry. It holds extensive timber reserves situated only 
moderate distances from its pulp and paper mills, operates logging 
railroads, converting plants, electric power plants, and is the only paper 
manufacturer with a 100% owned distributing organization. 











































OUTLOOK: A number of factors are contributing to the steady growth 
of the Crown Zellerbach Co., which in the 10 years from 1945 down to 
April 30, 1954, its last full fiscal year, has increased total paper and 
paperboard production from 581,482 tons to 1,058,809 tons, and pushed 
net sales up from $98.8 million to $297.9 million, the latter being an 
increase of more than 200%. More impressive still is the growth in net 
earnings of 276%, or from approximately $7 million in 1945 to $26.8 
million in the 1954 fiscal year. This was equal to $3.65 a share for the com- 
mon stock compared with 98 cents a share 10 years earlier. One factor for 
these increases is Crown Zellerbach’s operation in a growth industry. 
Another is the company’s location in the Pacific Northwest, an area 
comprising 11 states that constitute one of the fastest growing terri- 
tories of the country. Still another factor is the foresight of management 
in expanding plant facilities and achieving increased product diversification. 
Between 1937 and 1953, approximately $139 million in capital outlays 
were made to expand timber reserves, modernize and increase manufac- 
turing plants. Another $28 million will be spent in the year ending next 
April along these lines, with plans being formulated for further expan- 
sion beyond that date. Necessary funds to be derived from present 
cash accumulations and other internal sources. Within the last 10 years, 
CZ’s working capital has increased from $30.5 million to $97.0 million 
while net property account in the postwar years has grown from $62.3 
million to $169.3 million at the end of Oct., 1954. 


DIVIDENDS: Including payment of 50 cents made January 3, this year, 
common stock received a total of $2 a share in 1954 calendar year. In 
view of indicated 1955 earnings of about $4 a share this rate could 
be increased. 


MARKET ACTION: Recent price of 58%4, compares with a 1953-54 price 
range of High—64%, Low—26!2. At current price, the yield is 3.4%. 


COMPARATIVE BALANCE SHEET ITEMS 
April 30 Oct. 31 
1 


944 1954 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 9,511 $ 41,664 +$ 32,153 
Receivables, Net 9,321 30,084 + 20,763 
Inventories 18,590 52,812 + 34,222 
Other Current Assets 622 — 622 
TOTAL CURRENT ASSETS 38,044 124,560 + 86,516 
Net Property .......... 55,841 169,338 + 113,497 
Invest. & Receivables 5,532 23,685 + 18,153 
Intangible Assets 4,545 — 4,545 
Other Assets... 1,201 4,803 + 3,602 
TOTAL ASSETS $105,163 $322,386 +$217,223 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 8,231 $ 27,537 +$ 19,306 
Reserves ; 2,000 500 - 1,500 
Minority Interest .... 1,254 1,390 ~ 136 
Long Term Debt seitetvacs 2,573 53,242 + 50,669 
Preferred Stock : 52,965 30,999 — 21,966 
Common Stock ...... 11,306 36,443 + 25,137 
Surplus ; ; 26,834 172,275 + 145,441 
TOTAL LIABILITIES $105,163 $322,386 +$217,223 
WORKING CAPITAL $ 29,813 $ 97,023 +$ 67,210 
CURRENT RATIO 4.6 4.6 : 
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joa3 | 1944 | 1948 | 1946 | 1947 1948 | 1949 1950 1951 1952 | 1953 1954 | 1985 1943 | 1944 1945 1946 | 1947 1948 | 1949 1950 1951 1952 | 1953 1954 | 198 
22% | 194 2.31 | 3.47 | 2.10 1.56 | .76 11.45 | .99 | 1.88 | 5.09 | 94.44 IEARN 99 60 41 1a i189 | 2,98 | 3.34 / 3.45 | 2.90 4.07 | 3.32 [$2.88 1 
: ES 1.00 | 1.00 | 1.00 | 1.00 | 1.00 | 1.90 ow. 75 50} __.50 | _.75 73 1,00 | 1.25 | 125 | 1.201 120) 1.20 L 
‘ola f | 8.) 10.6 11.9) 12.6 17.0] 17.0 | 17.3 19.0 12.5 | 18.6 J 20-81 32: 12. 43.5 1. 33.7 | 16.3 15.3 143] 1297 ue 11.6 
*9 months *9 months 


GENERAL PRECISION EQUIPMENT CORP. 
BUSINESS: This company, for years identified predominantly with the 
manufacture of equipment and supplies for the motion picture industry 
and television studios, has developed importantly as a producer of 
automatic industrial controls and related equipment widely accepted by 
the steel, chemical, oil, power and other industries. Consumer products 
include motion picture camera and projectors, and tape recorders. 
OUTLOOK: The record of this company, especially in the postwar years, 
has been one of steady growth in net sales, net income and financial 
strength. The rate of expansion, particularly rapid in the last five years, 
has carried net sales up from $27 million in 1950, to $87.7 million in 
1953, a peak figure which on the basis of net sales of $85.4 million in 
the first nine months of 1954 will be substantially exceeded, dollar 
volume for the full year being estimated at $115 million. Indicated net 
income for 1954 is estimated at $5.60 a share for the common stock, 
as compared with $5.09 for the previous year, and $1.88 a share for 
1952. The estimate for 1954 may prove conservative, being based on 
$4.44 a share shown for the nine months to last Sept. 30, which 
included operating results of Link Aviation, Inc., builder of flight simu- 
lators, GPE acquired only last April. A still more recent development has 
been General Precision’s expansion through the proposed acquisition of 
the Griscom-Russell Co., manufacturing heat transfer equipment and waier 
purifiers for the chemical, petroleum and power industries and for mer- 
chant and naval ships. During the last five years GPE, while recording 
rapid growth in sales and earnings, has moved steadily ahead in building 
its finances. Net working capital amounting to $17.1 million at the be- 
ginning of 1950, had grown to $41.3 million at the end of last September, 
the company, at that time having $16 million in cash, as compared with 
cash and equivalent of $3.9 million at the beginning of the period under 
comparison, while common stock equity increased from $17.8 million 
to $30.2 million. 
DIVIDENDS: Paid a total of $1 a share in 1953 and after two 40-cent 
quarterly payments in the 1954 first half-year, increased subsequent 
distributions first to 50 cents and then to 60 cents a share for a 1954 
total of $1.90. 
MARKET ACTION: Recent price of 48%, compares with a 1953-54 price 
range of High—52'4, Low—21¥%. At current price, yield on 1954 dividend 


basis is 3.8%. 
COMPARATIVE BALANCE SHEET ITEMS 
3 





Dec. Sept. 30 

1944 1954 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 5,019 $ 16,223 +$ 11,204 
Receivables, Net .... 2,810 23,591 + 20,781 
Inventories 6,154 29,022 + 22,868 
TOTAL CURRENT ASSETS 13,983 68,836@ -+- 54,853 
Net Property edcassacenta 1,138 7,417 + 6,279 
Intangibles 028 1,282 ++ 1,254 
Investments 4,054 1,199 — 2,855 
Other Assets , 1,464 2,849 + 1,385 
ow SL 5 ne $ 20,667 $ 81,583 +$ 60,916 
LIABILITIES 
Notes Payable , fe cstieetuass . $ 042 $ 10,072 +$ 10,030 
Account Pay. & Acer. oe. 1,409 8,758 + 7,349 
Tax — ai 4,351 6,752 + 2,401 
Prov. Adj. t Cont 1,894 + 1,894 
TOTAL CURRENT LIABILITIES 5,802 27,476 ® +- 21,674 
ge DS 8 Seen 012 1,957 -+- 1,945 
Se eee 269 -- 269 
Rome Words Bebe ................0:0cc00000000. 185 15,390 +- 15,205 
NS Sar ern ,24 + 5,245 
Common Stock .......... 6,014 6,878 ot 864 
are 8,385 24,637 + 16,252 
TOTAL LIABILITIES .... $ 20,667 $ 81,583 +$ 60,916 
WORKING CAPITAL ................. $ 8,181 $ 41,360 +$ 33, ‘1 
CURRENT RATIO ............ ; 2.4 2.5 a. 
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LEHIGH PORTLAND CEMENT CO. 


BUSINESS: One of the three largest portland cement manufacturers. 
Lehigh Portland, controlling extensive sources of raw materials, oper- 
ates 15 modern and efficient plants located in strategic areas along the 
eastern seaboard and at points in Illinois, Indiana, lowa and the state 
of Washington. 


OUTLOOK: Practically from its inception 57 years ago, Lehigh Portland 
has followed a policy of plowing a major portion of earnings back into 
the business. This procedure, greatly accelerated since 1946, has resulted 
in increasing capacity of a number of plants, doubling the capacity of 
the Alsen, N. Y., mill, one of the biggest and most efficient in the 
Hudson Valley, and the erection of the Bunnel, Fla., plant, the latter for 
the manufacture of the highest quality cement from coqunia shells from 
deposits estimated to be sufficient for 100 years’ supply. By the end of 
this year when expansion projects now under way are completed, total 
plant capacity will have increased from 19.3 million barrels at the close 
of the war years, to 24.5 million barrels, a capacity gain of 5.2 million 
barrels annually. In the 8-year postwar period to the end of 1953, 
Lehigh Portland has expended approximately $56 million for this ex- 
pansion and for plant rehabilitation for greater operating efficiency. It 
has done this without creating any long-term funded debt or public 
solicitation of capital funds, generating the entire amount from internal 
funds, a substantial portion came from retained earnings in each of the 
eight years, the balance being provided by working capital. For the 
entire period net earnings totaled 43.8 million. Of this amount stock- 
holders received in the aggregate $16.3 million in dividends, payments in 
recent years being held to $1.20 a share annually while net over the last 
six years, including indicated record earnings for 1954 at $3.70 a share, 
has averaged about $3.40 a share annually. Although the cement industry 
outlook is for continued growth necessitating Lehigh Portland making 
further expenditures to increase productive capacity, continued high 
earnings and strong finances justify expectations of a higher dividend 
rate and possibly a liberal stock dividend in 1955. 

DIVIDENDS: Dividends, resumed after a lapse in 1932-35 inclusive, have 
been paid in each year since 1936, with the current $1.20 rate being 
maintained since 1951. 

MARKET ACTION: Recent price of 5612, compares with a 1953-54 price 
range of High—60'4, Low—255. At current price, the yield is 2.1% on 
present dividend. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 











1944 1954 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 9,394 $ 6,964 —$ 2,430 
Receivables, Net ... Laoahacibceds : 439 2,466 + 2,027 
Inventories : 3,906 11,197 +- 7,291 
TOTAL CURRENT ASSETS 13,739 20,627¢® -+- 6,888 
Net Property Beedcste 19,960 51,158 + 31,198 
Invest. & Other Assets 5,127 545 — 4,582 
Deferred Charaes .... 217 411 oh 194 
TOTAL ASSETS ...... $ 39,043 $ 72,741 +$ 33,698 
LIABILITIES 
Notes Payable—Bank ; a $ 2,000 +$ 2,000 
Accounts Payable ....... i y sak ‘ 298 1,716 + 1,418 
—. OF ON Ee eR 159 930 + ‘771 
Tax Res 731 3,857 + 3,126 
TOTAL ‘CURRENT LIABILITIES 1,188 8503 ¢ + 7,315 
Reserves ...... 1,087 oa — 1,087 
Preferred Stock ... 5,674 — 5,674 
Common Stock ......... 19,250 47,539 + 28,289 
Surplus 11,844 16,699 + 4,855 
TOTAL LIABILITIES ......... $ 39,043 $ 72,741 +$ 33,698 
WORKING CAPITAL $ 12,551 $ 12,124 —$ 427 
CURRENT RATIO .. 12 — 10.0 
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— ar THOUSANDS OF SHARES 
2 er t ca a Sass eeunemeae, = | RETR SEA { if | aa 
9s4 aa 1944 | 1945 1946 1947 1948 1949 1950 1943 1944 1945 | 1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 
88 | {a79 [1.48 [5.47 [8.01 [3.44 | 5.34 : 36 —___ pant 3.04 2. | 2.96 [2.78 [4.22 [6.89 [3.66 | 4.82 [5.46 [4.81 4.08 | £4.40 
[ ay ee - 0 | 1.25 [1.60 | 2.00 : : | | 664 | .768 | *.80 | *.80 | *.80 | *.80 | *.80 | *.80 -80 
42.7 | 43,5 | 42.9 | 43.5 | 52.0 | 51.5 | 56.0 60.7 | 74.6 74.9 =a 59.3 >. . | a8 49.6 | 47.7 | 6.4 | 06.2 | 78.2 | 93.3 | 68.1 | 78.0 =¥ 
*9 months * Plus Stock Div. 
NATIONAL SUPPLY COMPANY SUN OIL COMPANY v 
rers: BUSINESS: Ranks as the leading manufacturer of oil field machinery and BUSINESS: Sun Oil, one of the largest of the so-called independents, is a 
per- equipment. It is also an important producer of seamless and welded completely integrated oil company, and steadily expanding operations 
the tubular products and diesel and gas engines in a wide range of sizes for in the petrochemical field. The Sun Shipbuilding and Dry Dock Co., is a 
setter oil field, marines and general industrial uses. wholly-owned subsidiary. 

OUTLOOK: National Supply, from the time of its incorporation in 1894, OUTLOOK: Aside from $12.2 million in subsidiaries’ long-term debt, and 
and has kept pace with the expanding oil industry, with its growth being $9,319,700 of its own 412% preferred stock, Sun Oil has no capital 
into accelerated by diversification into products through acquisitions and obligation other than its common shares. In the 1012 years ended last 
Ited continuing research and development, for the oil as well as all other June 30, the equity for this issue has grown from $134.4 million, to 
of industries. This growth has been especially rapid since 1946. In the $394.3 million, an increase of 193%. During the 10 years to the end 
the eight years that elapsed to the end of 1953, net income rose from a of 1953, Sun has expanded production of crude oil and natural gas 
for little more than $3 million, or $3.06 a share for the common stock, to a liquids from 24.6 million to last year’s 42.9 million barrels, and at the 
om 1948 peak of $12.2 million, the equivalent of $8.01 a share, with same time raised its reserves of these materials 181 million barrels, or from 
of 1953, the third best year, showing net income of $9.7 million, or $6.36 a 569 million to 750 million barrels. Refineries have been expanded and 
otal share. Concurrent with this expansion in earning power has been a new ones built, including a 15,000 barrel per day plant at Sarnia, 
ose steady growth in capital and earned surplus which has risen from $9.9 Ontario, all of them incorporating the most advanced processes and con- 
on million at the end of 1946, to $67 million as of last Sept. 30. Over trols. It completed three new plants last year for the production of petro- 
53, the same period, net property, plant, and equipment values increased chemicals. Included in this group is an aromatics chemical plant that 
ex- from $17.9 million to $32.6 million, and net working capital expanded began operating in October of that year to produce benzene, toluene 

It from approximately $43 million to $75.6 million. This growth reflects the and mixed xylene at a rate equal to about one-eighth of the total 
slic policy of National Supply to put substantial portions of yearly earnings output of these chemicals by the entire petroleum industry. This growth, 
val back into the business. During the 8 years and 9 months from the be- outstanding in the industry, has been accomplished through the expendi- 
the ginning of 1946, it has retained from net income for this purpose a ture of over the 10 year period of $620 million derived from internal 
the total of $48 million out of an aggregate net income applicable to the funds and being more than twice the 10 years’ net income totaling $305.9 
ck- common stock of $67.2 million. Of this latter sum, only about $18 million million. Last year, net income of the company at a’ record high of $45 
in was distributed in the form of cash dividends on the 1,434,461 shares million, which was equal to $5.85 a share for the common stock, was 
ast of common stock currently outstanding. The strong finances and indications dwarfed by capital expenditures of $129.3 million for oil development 
re, of 1954 earnings of close to $6.25 a share amply justify expectations and physical facilities. 

ry of either a liberal increase in the common dividend rate or an extra : 

ng distribution in the form of a stock dividend in the near future. DIVIDENDS: Cash Rayneem. held hes $1 a share in each of the last 11 
yh years, reflect the policy of reinvesting earnings in the business. To com- 
nd DIVIDENDS: Regular dividends of $2 a share maintained from 1950  Pensate, shareowners have received moderate stock dividends, the most 

were augmented in 1954 by a year-end extra of 50 cents, establishing recent being one share for each four held which is construed to indicate 
iin the stock on a $2.50 annual basis with the 1955 initial quarterly distri- % More liberal disbursement in cash or stock by the end of this year. 
i 1 

19 bution at rate of 62% cents. MARKET ACTION: Recent price of 85%, compares with a 1953-54 price 

MARKET ACTION: Recent price of 39%2, compares with a 1953-54 price [9"9° of High—86!2, Low—681. These prices are before adjustment for 

ce range of High—43%, Low—23%. At current price, the yield on $2.50 an- latest stock dividend. 
Dn | dividend is 6.3%. 
a ee ae ee COMPARATIVE BALANCE SHEET ITEMS 
COMPARATIVE BALANCE SHEET ITEMS oy bc 30 
4 4 Change 
Oroaa oa Change ASSETS — 
ASSETS (000 omitted) aon > Seta Securities $ 31,798 $ 26,579 —$ 5,219 

Cash & Marketabl iti “ie Receivables, Net ... 57,652 38,714 18,938 
: hee Spas S270 8 32 etre ani oar mat ae 
7 Inventories ‘ ae ae 31/304 49.925 4+ 18621 TOTAL CURRENT ASSETS 122,117 ® 147,346 % + 25,229 
1 Other Current Assets. Pee ‘031 e — ‘031 ~—« Net, Property 110,721 326,506 215,785 
8 TOTAL CURRENT ASSETS 59,345 96,056@ + 36,711 Intangible Assets 235 235 
8 Net Property ........ 18.385 32.623 + 14/23g ‘Invest. & Funds 13,847 4,661 9,186 
2 lavaateents sas 1821 1.258 aL "563 Other Assets 2,234 3,223 989 
4 p-ocgge peeall ne “ae 008 «= Ss«t3g~SCTOTALL ASSETS $249;154 $481,736 $232,582 
8 TOTAL ASSETS $ 79,627 $130,945 +$ 51,318 LIABILITIES 

LIABILITIES Accounts Pay. & Accruals $ 43,752 $ 42,492 $ 1,260 
D Accounts ee icisetecevinies $ 6,495 $ 10,413 4+$ 3,918 Tax Reserve 16,502 23,251 + 6,749 
B Accruals viata 3,934 5,752 4 1,818 Due U. S. Gov. Agencies 2,609 — 2,609 
! Tax Reserve 6,204 4,267 — 1,937 TOTAL CURRENT LIABILITIES 62,863 65,743 * 2,880 
J TOTAL CURRENT. LIABILITIES 16,633 20,432 © + 3,799 Other Assets 2,809 — 2,809 
J RRR foes ca lors cavscsescts aves 2,000 307 — 1,693 Reserves begees 5,722 — 5,722 
é Long Term Debt ............00..... 14,531 -+ 14,531 Long Term Debt 34,000 12,286 - 21,714 
' Preferred Stock . 40,290 14,246 — 26,044 Preferred Stock 9,320 9,320 
4 Common Stock 11,549 14,345 + 2,796 Common Stock ...... 107,623 322,433 + 214,810 
> Surplus ...... ee 9,155 67,084 + 57,929 Surplus 26,817 71,954 + 45,137 
TOTAL LIABILITIES : adaaie $ 79,627 $130,945 +$ 51,318 TOTAL LIABILITIES $249,154 $481,736 +$232,582 

WORKING CAPITAL area $ 42,712 $ 75,624 +$ 32,912 WORKING CAPITAL $ 59,254 $ 81,603 4+$ 22,349 

pe | or 3.5 4.8 + 13 CURRENT RATIO ...... 7 2.2 2 
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By J. C. CLIFFORD 


i is no business more unpredictible than 
the meat packing. Factors over which they have no 
control can rapidly reverse sales and earnings trends 
of these companies from one direction to another. 
Unlike most other commercial manufacturers, the 
packer can’t gear his operations for a particular 
volume over a given period of time. Cattle or hog 
pens may be entirely empty one day and packed to 
capacity the next. Weather conditions, grain prices 
and the decision of a number of meat animal raisers 
as to whether they will or won’t send cattle to 
market now or later, are governing factors over 
which packers have little control. Manifestly the 
quantity of livestock in the pens determine the pro- 
duction level and has a material bearing on operat- 
ing costs. 

These unforeseeable factors should be borne in 
mind when it is claimed that 1955 is likely to prove 
a good year for the meat packing industry. Right 
now, there appears to be a good base for optimism. 
Supportipg this ,outlook is the expected sustained 
high level of disposable national income and a large 
and expanding market supply of cattle and hogs 
for processing into beef and pork. This improved 
supply of raw materials, especially hogs, can rea- 
sonably be expected to produce more favorable re- 
sults for the packers in 1955 than were realized 
during the 1954 fiscal year. 

While cow receipts in the latter period were ex- 
ceptionally heavy and more evenly distributed than 
in the previous year, light hog marketings had the 
packers hung up with idle capacity which could not 
be utilized for processing beef because the facilities 
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are not interchangeable. With fewer hogs coming to 
market, prices fairly skyrocketed. Live hog prices 
went to $26 per hundred pounds in Chicago during 
December, 1953, normally the heavy marketing sea- 
son, and in April, 1954, moved up to $28.75. As a 
result, price squeezes were extremely acute and 
margins, on both the buying and selling ends of the 
business, were under severe pressure. These condi- 
tions existed through the first ten months of the 
1954 fiscal year, or until about mid-August when the 
first of the spring pig crop, which was 13 per cent 
larger than that of the previous year, came to 
market. An indicated 10 to 12 per cent increase in 
the 1954 fall pig crop promises a continuing high 
level of pig slaughter well into the 1954-55 fiscal 
year. This improved outlook is brightened by indi- 
cations that hog marketing, instead of being con- 
fined to the winter months, is showing a trend to- 


ward becoming more evenly distributed over the 
year. 


Complicating the Situation 


Such a development will not, of course, solve all 
the problems of the meat packers, but, it should 
permit the processors of pork to get rid of excess 
processing capacity and operate on a more efficient 
basis. Hewever, with both beef and pork in abun- 
dant supply there is a possibility that pork prices 
might sink low enough to encourage increased con- 
sumption which could prove detrimental to beef 
prices. It is quite possible that one of the packers’ 
problems would be to get the public to increase its 
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- consumption of pork and still 
» maintain beef consumption at a 
‘high level. On the other hand, 
' meat consumption which in 1954 
' is estimated to have been higher 
' than in any of the last 46 years, 
" is expected to be still higher in 
' 1955. According to the U.S. De- 
' partment of Agriculture total 
' consumption of meat this year 
» will 
' pounds more than the 156.3 
' pounds per capita in 1953, and 
' that per capita consumption in 
' the year just ahead is likely to 
- establish an all-time record high. 








more, Md., meat packing plants 
extensive improvements in live- 
stock dressing and cooler facili- 





ties were practically finished as 
the 1954 fiscal year closed. At 
the same time other major im- 
provement projects were com- 








probably be about two 


This uptrend should continue 
from one year to the next, es- 
pecially in view of the rapid 


_ growth of the population and in- 


creasingly better understanding ; 
by the majority of people as to the value of meat in 
the diet. This is corroborated by the growth of meat 
consumption of approximately 11 pounds per capita 
in the last 10 years. In a nation of about 162 million 
people this amounts to an aggregate gain in con- 
sumption of 1,782 million pounds in the last year. 
On the basis of this trend, it is only a matter of 
simple arithmetic to calculate the amount of meat 
that the packing industry will have to process and 
market to meet the requirements of a nation with 
a population of somewhere around 190 million with- 
in the next two decades. . 

This long-term as well as the immediate outlook 
is spurring the meat packers on in carrying out 
their modernization and improvement programs and 
achieve greater efficiency that will show in the form 
of higher earnings ratio. The “big four” of the in- 
dustry are all busy over-hauling their physical struc- 
tures in the Chicago area, getting rid of excess 
facilities there and elsewhere and setting up new 
plants in areas nearer to sources of supply. Here- 
with, the positions of individual packers. 

Swift & Co., the biggest of the meat packers, has 
been carrying out a plant modernization and im- 
provement program ever since the end of the war, 
resulting in steadily increasing efficiency of its 
various units. One of its most recent major develop- 
ments was the completion of a new meat packing 
plant at Jackson, Miss., which went into operation 
last November 3. At Sioux City, Iowa, and Balti- 





pleted or getting under way in 
Swift’s meat packing plants at 
Kansas City, Fort Worth, St. 
Paul, Toronto, Canada, and East 
St. Louis, Ill. These moves point 
up the fact that Chicago is no 
longer the great packing center 
since the big packers there have 
set up operations in other areas 
in order to compete more ad- 
vantageously with local packing 
houses and at the same time get 
nearer to sources of cattle and 
hog supplies and closer to new 
large consumer markets that have come into exist- 
ence as a result of shifting and growing populations. 

Meanwhile, Swift continues to broaden its poultry 
and dairy business. During the past year it intro- 
duced a complete new line of packaging for frozen 
cut-up whole chickens and parts, and added several 
new products to its cheese line. Heavy emphasis con- 
tinues to be placed on research. An important de- 
velopment as a result of this work, is an improved 
curing method—now in full use throughout the com- 
pany—producing a more tender and flavorful Swift 
“Premium Ham”. Among continuing research ac- 
tivities is that in frozen foods and a program of 
technical improvements in continuous and automatic 
production methods. 

Swift’s sales in the year ended last October 30, 
totaled $2,510 million. Net earnings, however, in 
comparison with those: of the preceding year, re- 
flected the difficulties, especially those created by 
the unsatisfactory hog supply situation, experienced 
by most of the packers. Net for the fiscal year re- 
cently closed amounted to a little more than $19 
million, this being equivalent to eight-tenths of one 
cent for each sales dollar as compared with the pre- 
vious year’s net of $33.9 million, equal to 1.3 cents 
per dollar of sales. On a share basis, 1954 earnings 
amounted to $3.22 compared with $5.72 in the 1953 
fiscal period. 


Back in Chicago, Armour & Co., is razing several 
scores of buildings, (Please turn to page 475) 





























Statistical Data on Meat Packing Companies 
1952 1953 1954 

Net Div. Net Div. 9 Months Indicated 

Per Per Per Per Net Per Div. Per Price Range Recent Div. 

Share Share Share Share Share Share 1953-54 Price Yield 
Armour & Co. Pees . $ 1.00 $ 1.81 (d)$ .461 137%- 81 13 
Cudahy Packing Beaters (d) 5.02 06 (d) 4.938 87%%- 438 6 
Hormel, G. A. & Co. .... cite andy astinieiel 4.02 $ 2.50 5.73 $ 2.50 3.41- $ 2.50 474-4234 47 5.3% 
International Packers re Sle aen 2.52 .60 1.60 .60 n.a. .60 1632- 912 15 4.0 
Morrell, John, & Co. Pre 31 .50 54 50 n.a. .50 1572-1034 15 3.3 
Swift & Co. Peaceseencles pe 3.66 2.00 5.72 2.40 3.22- 3.00 5112-3532 48 6.2 
WPRNRORIN Os lls ca aics es cp scasidacevossecndssvevseccaecavaniaanes (d) .78 .50 98 n.a. 11%- 73% 11 

(d)—Deficit. 1_44 weeks ended Sept. 4, 1954. 3—Estimated; year ended 10/30/54. 
n.a.—Not available. 2—Year ended Oct. 31, 1954. 























JANUARY 8, 1955 

















o eR 





Case No. 1: 


The Investor 


(Editor’s Note: This department is dedicated to 
an analysis of typical security portfolios which have 
previously not been arranged according to sound 
investment principles; and it offers specific sugges- 
tions on how these programs can be improved. In 
order that the Department may be of the most prac- 
tical and general interest, we have chosen, from the 
inquiries of subscribers, those “case histories” which 
are most typical. A discussion of these “case his- 


THE EDITORS’ 


INVESTMENT CONIC 





Allergic to Good Stocks 


tion of low-priced stocks? It is not difficult to see. 
This investor, like many others, prefers low-priced 
stocks because he thinks he can make larger per- 
centage gains and more quickly than in the higher- 
priced issues. In other words, he is intent on “making 
a killing in the market,” and ignores all other con- 
siderations. There is nothing, of course, basically 
wrong with buying a limited amount of low-priced 
stocks, if they are carefully chosen but, in this in- 






































tories’ should have wniver- 
sal appeal, among successful, 
as well as unsuccessful, inves- 
tors.) A Poorly Constructed Portfolio 
-_—— (Capital of $135,000) 
The reader will recognize at Dividends 
a glance, that the portfolio Amount Price Received Recent Current Gain 
presented below —“A Poorly of Shares peu Paid Cost 1954 Price Value or Loss 
bay 
Constructed Portfolio” is com- common sroas 
posed of about two-thirds : 
speculative onmamenn stocks, 200 Ammerionn Motors eee 12 $ 2,400 $ 25 12 $2400 ©... 
: 300 Burlington Mills ........ 13 3,900 180 16 4,800 -+$ 900 
some of them highly specula- 400 Cuban American Sugar 13 5,200 280 14 5600 + 400 
tive and the balance, one- 300 Fairbanks, Morse ...... 23 6,900 420 23 6,900 sie 
third, preferred stocks, none 500 National Distillers... 24 ~—-'12,000 500 22 11,000 — 1,000 
of the latter possessing true 500 National Supply ........ 14 7,000 1,000 41 20,500 -+13,500 
investment status. He will 960 North American Co. ae 16,320 a a 25,920 + 9,600 
also note that, aside from two 500 Oliver Corp. .......... .. 10 5,000 300 «13 6,500 -+ 1,500 
stocks on which there were 200 Publicker Industries ... 10 2,000 ne aN 2,200 + 200 
good profits, the results were 500 Schenley Industries .... 29 14,500 750 23 11,500 — 3,000 
disappointing and this in a 200 Studebaker-Packard . 16 3,200 80 13 2,600 — 600 
market which has risen stead- 100 = West Indies Sugar ..... <..e 2,000 100 19 1,900 — 100 
ily for some sixteen months. 1,000 Wilson & Co. ........ 12 12,000 i 10,000  — 2,000 
Such a performance cannot be Total Cost $92,400 $3,635 Average Yield 4% 
regarded as satisfactory. Fur- 
thermore, the average yield of PREFERRED STOCKS 
3.7% is far too low for such 100 American Airlines ................. 74 $7,400 $ 350 102 $10,200 -+$2,800 
a speculative group. 100 American Woolen $4 Prior...... 74 7,400 400 76 7,600 -+ 200 
Obviously, something must 100 Budd Co. $5 Prior................... 78 7,800 500 82 8,200 + 400 
be wrong with the general ap- 100 Celanese Corp. 472% cr. “A” 68 6,800 450 77 7,700 + 900 
proach of this particular in- 100 Minn.-Mol. Co. $5.50 Ist pfd. 72 7,200 550 85 8,500 -+ 1,300 
vestor to his investment prob- 200 Minn.-Mol. Co. $1.50 2nd pfd. 24 4,800 300 9-23 4,600 — 200 
lems. Let us see what this is: Total Cost $38,400 $2,550 Average Yield 6.7% 
One thing stands out and that 
is his predilection for low- 1—Final liquidation distribution (1/20/55)—1 share Union Elec. Mo. for each share of 
priced stocks as can be seen North American Co. 
from the fact that his entire *—Paid 5% in stock. 
6 elle a Se TOTAL COST. sccustee $133,820 Total Income ... $ 6,185 
category. Current Value . bites ee $158,620 % Yield on original investment ..... 4.6% 
What could have been the Gain in Portfolio... $ 24,800 
purpose of an exclusive selec- 
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stance, the emphasis on low-priced issues exclusively 
is transparently excessive. Furthermore, very little 


F care has been given to the individual selections. The 


result is that a large part of the capital has been tied 
up in issues with little promise or which represent 
companies which may eventually reach a more pros- 
perous level but which, in the meantime, face un- 
certain times. 


A Closer Look At the Portfolio 


Let us analyze this list of common stocks a little 
further. Three of the stocks — National Distillers, 
Publicker, and Schenley — represent the liquor in- 
dustry which has had a good deal of trouble in re- 
cent years. These companies may improve but a 
considerable period may elapse before their earnings 
can recover substantially. Yet, in these three stocks 
alone, a 500 has been invested with a return of 
only 4.5%. In other words, the excessive proportion 
of over 20% of the total capital has been invested 
in stocks which, not only offer a low return, but 
which are necessarily in an uncertain position as 
long as this industry remains disturbed. Needless to 
say, this is too much of a risk to assume for so large 
a percentage of the capital. 











A Well Constructed Portfolio 
(Capital of $135,000) 





A)—FOR LONG-TERM APPRECIATION AND INCOME GROWTH 
IN LEADING COMPANIES 
(60% of Capital) 











Price at 
No. of Current Div. Paid 
Shares Market Cost 1954 
200 American Can , .. 4212 $ 8,500 $ 310 
200 Dow Chemical sasnsivenn: QD 8,500 200 
200 Duquesne Light elec acca Cae 7,000 332 
200 General Electric .................. 45 9,000 292 
100 International Nickel ............ 55 5,500 290 
100 National Lead ...................... 55 5,500 210 
100 Phillips Petroleum ................ 65 6,500 260 
100 Pittsburgh Plate Glass......... 65 6,500 225 
200 Socony-Vacuum ..... 23 10,000 450 
100 Union Carbide & Carbon. 85 8,500 250 
100 Westinghouse Electric ... 75 7,500 250 
Total Cost . F $83,000 
ae a ane b, $3,069 
Average Yield .................. 3.7% 





B)—FOR LONG-TERM APPRECIATION IN SPECIAL SITUATIONS 
(20% of Capital) 

















100 Allegheny-Ludlum Steel 40 $ 4,000 $ 200 
100 Sr CC ree 30 3,000 1761 
100 W. R. Grace & Co. Scveeataces aa 4,000 175 
200 Merck & Co. .. 20 4,000 160 
100 Olin Mathieson .. ... 60 6,000 4351 
100 Radio Corp. ...... 35 3,500 135 
Total Cost $24,500 
Amount of Income $1,281 
Average Yield 5.2% 
C)—FOR RESERVE 
(20% of Capital) 
$15,000 U.S. Treasury—short term.....,....... 1.9% $ 285 
$12,500 Savings Bank ...... oP 2.5% 312 
$27,500 Total Cost Amount of Income $ 597 
Total Cost . $135,000 
Total Income Cee? $ 4,947 
Yield on Portfolio. SOR 3.6% 





1_Includes market value of stock dividends at time paid. 
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Let us proceed further and see what else is wrong 
with this portfolio. Two sugar stocks—Cuban Ameri- 
can and West Indies—and one meat-packing stock— 
Wilson—are included in the list of common issues. 
Some $19,000 is invested in these three issues and 
the total income of $280 in dividends amounts to a 
yield of less than 1.5%, surely a niggardly return 
on a highly risky investment. Sugar stocks and meat- 
packing issues, for the most part, have been among 
the most unsuccessful investments in years. 

In the six stocks alone, which we have just men- 
tioned, over $47,000 has been invested, more than 
one-third the total capital. 

Outside of the two successful ventures — North 
American and National Supply—the remaining issues 
are composed of a miscellany of speculative auto, tex- 
tile, farm machinery and general machinery stocks, 
none of them with a satisfactory record in recent 
vears. Nevertheless, in these issues, some $21,000 
was invested, with an average yield of less than 5%. 

Up to this point, we see that about $68,000 was 
invested in stocks of a rather exceptionally specu- 
lative order. Furthermore, for the most part, these 
issues have consistently lagged behind the market 
which means that some $68,000 of capital has been 
tied up for a long period, with a poor return on most 
of the stocks, and worse, with not too brilliant pros- 
pects that the investments will prove satisfactory, 
on the whole, for a considerable time to come. 

Despite these backward selections, surprisingly 
enough, the total list of common stocks shows a 
profit of some $24,800, but this profit was concen- 
trated in two stocks alone — North American and 
National Supply—both of which had substantial ad- 
vances, Had the rest of the portfolio been arranged 
with equal judgment, there is little doubt, even al- 
lowing for an inevitable mistake or two, that the 
total value of the portfolio today would have been 
very much larger. However, if some of the specu- 
lative stocks which the investor holds should turn 
out even more poorly than in the past, the possibility 
is that the profit in the two stocks would be more 
or less wiped out by the other losses and the total 
value of the portfolio would be much lower. 


The Preferred Stocks 


The trouble with the preferred stock group is not 
that there is anything seriously wrong with the in- 
dividual issues but that as a group it does not fulfill 
the function for which it is intended, that is as a 
general support—or reserve—for the entire invested 
capital. What this investor is after is an exception- 
ally high yield but in doing so he sacrifices quality 
which, of course, is essential if the reserve is to be 
a real reserve, to be used for emergencies. To sum 
up, we would say that the trouble with the investor 
whose portfolio we have been analyzing is that he 
has shown a peculiar allergy to sound stocks. This is 
by no means unusual. Many of the portfolios which 
new subscribers call to our attention are often com- 
posed in about the same way, with too little atten- 
tion paid to quality and too much to the possibility 
of quick speculative gain in the cheaper issues. 

The construction of a sound long-term portfolio 
takes a great deal of thought, care and patience, or 
at least, it should be if the investor wants to avoid 
more than the normal hazards of investing, at the 
same time taking fullest advantage of the ample and 
sound opportunities available for the upbuilding of 
income and capital. This (Please turn to nage 477) 
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By EDWIN A. BARNES 


ie bond market in 1955 is expected to con- 
tinue under the influence of the Federal Reserve easy 
money policy which may be a lot less easy than in 
1954 but which should keep interest rates at fairly 
low levels and prices of debt securities relatively 
high. From this, it is indicated that there may be 
moderate advances in yields with concurrent price 
declines on outstanding issues as the market adjusts 
to newer conditions. 

Under these conditions, the pattern that has pre- 
vailed since May, 1953, would be reversed to some 
extent. It was in mid-1953, that the now familiar 
easy money policy of the Federal Reserve and Treas- 
ury began to bite into the highest level of yields in 
nearly 20 years. Rates declined sharply until March, 
1954, and have held within narrow limits ever since. 

In view of anticipated favorable business activity, 
the Government agencies may wish to tighten credit 
somewhat to prevent run-away inflation. However, 
no stringent restrictions are expected since the mem- 
ory of a very sharp, unwanted advance in yields in 
the first few months of 1953 is still fresh enough to 
serve aS a warning to overzealous planners. 


Outlook for Major Groups 
The sum of the factors which influence bond prices 
point to some very small reductions, especially in the 
early part of the year. On the whole, highest quality 
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Bond Market 
Outlook for 


footing of all the major groupings.) 
Prices on long term Governments may | 


the differential between yields on the two 
types in the process. Tax-exempt bonds, 
under the influence of a flood of toll road 
revenue issues may be unduly depressed 
for a while. 

The extraordinarily high level of stock 
market prices is creating a certain 
amount of shifting among holders and 
buyers of debt securities. Some investors 
are starting to set aside a portion of 
their funds for the purchase of relatively 
steady priced bonds which would act as 
a reserve in the event that stock prices 
undergo substantial correction. 

The purchase of bonds, furthermore, 
has become more attractive as the stock 
market moves into higher ground, bring- 
ing yields on the better quality shares 
down to a level which is not much more 
generous than on the secure bonds. The 
spread between yields of high quality 
shares and high quality debt securities 
may be expected to narrow as interest 
rates firm under the Government and 
business policies. 

Informed opinion indicates that cur- 
rent Treasury and Reserve thinking does 
not yet contemplate the issuance of a 
long term bond issue. The government 
can be expected to maintain current 
fiscal policies until officials become con- 
vinced that business improvement is 
more than just another fluctuation. They 
could be counted on to step in if any 
signs of run-away inflation are noted. 

During the first half of last year, the 
government securities market tended to 
move in the direction of higher prices under the 
stimulus of Reserve activities and the expectation 
that there would be further official moves. Yields on 
long term Treasury bonds moved to 2.63 per cent 
from 2.96 per cent. In the two subsequent months, 
yields on long term Governments increased mod- 
estly as reduced bank reserve requirements spurred 
buying. 





Prospects for Long-Term Issues 


In general, the long and medium term Government 
bond market was confined to small changes during 
the second half of 1954 lacking the stimulus of a 
heavy demand and the pressure of excessive offer- 
ings. The Government did accomplish in part its 
objective of lengthening maturity of the debt even 
though no long term bonds were offered all year. 
Long term bonds were avoided because the Treasury 
believed that such an offering would interfere with 
the raising of funds by corporations and state and 
local groups whose activities were wanted to bolster 
the economy. 

Including a major refunding in December of $17 
billion of securities into medium term bonds matur- 
ing in 1963 and short term securities coming due in 
one year, the Treasury refunded during all of 1954 
a total of about $31 billion of bonds into securities 
which will mature in three to nine years. 

Only one major obstacle appears for 1955 Treasury 
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bills and securities held by the Federal Reserve Sys- 
tem. An analysis of current Treasury thinking indi- 
cates that the growing possibility of favorable 
market reception of a long term issue is adding 
weight to the possibility that one will sooner or later 
be offered by the Government. However, the prob- 
lem is to decide whether one will be brought to 
market early this year or later when the size would 
be smaller. In either case, a primary concern will be 
to avoid any undue influence on credit conditions 
which might stop or slow the current business 
recovery. 

With the Treasury giving some consideration to 


_a long term issue and a strong demand for funds 


due from other sources, interest rates are expected 
to be firm although they may not advance much. 

Demand for mortgage money will exert an im- 
portant influence this year on the bond market. 
While mortgage placements have been heavy ever 
since the FHA terms and VA terms were liberalized, 
the full effect will probably be felt for the first time 
this spring. Many institutional investors are so 
heavily committed to lend against the more profit- 
able mortgages that they have little or no funds left 
for corporate and state and local bond issues. Others 
will have smaller sums available for purchase of 
corporate and tax-exempt bonds. But the full impact 
of the demand for mortgage money will be softened 
somewhat by the rising volume of repayments re- 
ceived on mortgages already outstanding and by the 
continued heavy flow of funds into savings and life 
institutions. 

This flow, though, may not be as large as in the 
past year because consumers are tending to spend 
a larger proportion of their disposable income for 
purchase of durable goods. Even though a smaller 
proportion is saved, healthy business conditions will 
result in a larger total of disposable income which 
will cushion the diversion. 

Although the individual investor has long ceased 
to be an important direct 
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ables pushing up net working capital from $96 bil- 
lion at the end of last year by $2 billion or $3 billion. 

Corporate money needs may be moderately 
greater in 1955 than last year. A pick-up in earnings 
contemplated by most forecasters should help meet 
the increased demand even though the size of divi- 
dend payments is larger than a year earlier. The 
cash flow accruing to corporations from deprecia- 
tion charges is expected to increase further this 
year as a result of the continuing high level of ex- 
penditures for new plant and equipment with much 
of it authorized under regulations permitting rapid 
write-off of facilities. 

It seems likely that under these conditions, com- 
panies might borrow in 1955 no more than they did 
last year when they added $7.4 billion to their long 
term debt. Faced with (Please turn to page 478) 








purchaser of bonds, his sav- 





ings have been channeled 
in the bond market through 
insurance companies. Activ- 
ity of the stock market indi- 
cates that many people are 





starting to buy stocks with a 
portion of their savings in- 
stead of depositing them in 
banks to be used for purchase 
of debt securities. 


Corporate Financing 


Against this background, it 
now appears that corpora- 
tions will be somewhat less 
anxious to borrow money this 
year than in 1954. Plant and 
equipment expenditures 
which totaled about $26.7 
billion in 1954 may decline 
by about $1 billion. Active 
business conditions, on the 





other hand, should enlarge 
inventories and receiv- 





Bonds for Investment 
Times 
Interest 
Call Market Yield to Covered 
Issue Price Price Range 1954 Maturity 1953 
HIGH GRADE BONDS 
Amer. Tel. & Tel. deb. 234’s 1975.................0... 104 974 98%4- 93% 2.90% 5.78 
Atchison, Top. & Santa Fe gen. 4’s 1995............ NC 122 124%4-117 3.00 14.22 
Chic., Burl. & Quincy Ist & ref. 2% 1970.......... 103% 98 99\4- 942 2.99 5.15 
Consolidated Edison Ist & ref. 3’s 1981........... 104.49* 100 10234- 961 3.00 4.06 
New York Telephone Ist mort. 234 1982............ 104.76 96 97%- 9334 2.96 7.05 
Pub. Serv. Elec. & Gas Ist & ref. 3%4’s 1983...... 101.32 104% 10534-1004 3.03 3.85 
*—104.32 after Jan. 31, 1955. 
MEDIUM GRADE BONDS 
Columbia Gas System deb. 3%’s 1977.............. 104.20 103% 105%4- 99 3.13 2.58 
Inland Steel Ist mort. 3.2% 1982.................. . 102% 103 103%4-101% 3.03 10.72 
N. Y., Chic. & St. Louis R.R. ref. 31%4’s 1980........ 103% 101 101 - 95 3.16 4.40 
Pacific Gas & Electric Ist & ref. 338 1985.......... 105 105% 106%-102'2 3.07 4.53 
Sylvania Electric Prod. sink. fd. deb. 4’s 1978.. 1035 104 104%2-103 3.73 4.85 
TOLL ROAD AUTHORITIES Yield to 
Market Price Maturityt 
New Jersey Turnpike 3’s 1988..................... 102 2.91 
Ar ONS es Sh 2 2) Jos cas coeaude a doeeseneaussent naasiTiaeetianezaien 105 3.03 
Dear Verae Siete Wier areny FO OA isis cccecencessassasecscascatesccosdsscatensesiedséansnssaseese 100 2.70 
GUGrranerrreterralee: Cimeer tie UN DN 5225s ccs cevvecscesnivaysevsnvasccescenansacedsecdipasccsacensekoas a ce 2.93 
t—Tax exempt. 
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January 

Alterations in stock market pat- 
tern are as inevitable as variations 
in weather, but more difficult to 
forecast than are the latter. There 
are no portents of a serious 
“storm” at present, and that is 
the primary consideration. Of 
course, we can get a market reac- 
tion at any time, but playing for 
bull-market relapses or bear-mar- 
ket rallies is generally a fruitless 
and costly business. Obviously, the 
dynamic November-December up- 
surge in stock prices cannot con- 
tinue without interruption. But it 
is guesswork whether the next re- 
action of more than minor propor- 
tions will come in January or later. 
All that can be said is that, on the 
basis of purely technical consider- 
ations and average long-term per- 
formance, the odds should be less 
favorable for the bull side in Jan- 
uary than in December, and less 
favorable in February than in Jan- 
uary. The industrial average has 
had net January gains in 37 out of 
58 years, declines in 21 years. This 
compares with December net gains 
in 41 years (assuming one for 
1954, with a few days of the month 
to go as this is written) and de- 
clines in only 17 years. February 
has the poorest record of any 
month, with advances in 26 years, 
declines in 32 years. 


Dividends 

According to the Department of 
Commerce, corporations issuing 
public reports paid total dividends 
in November at a rate about 10% 
higher than in the like month of 
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19538. For the first 11 months of the 
year the year-to-year gain was 
about 7.3%. It was partly account- 
ed for by shift of some payment 
dates from December, 1953, to 
January, 1954, to let stockholders 
have the benefit of lower tax rates 
on 1954 income. However, there is 
no abnormality in the greater rate 
of increase seen in November. Of- 
ficial figures for December also 
will make an excellent showing, 
probably resulting in a full-year 
dividend gain in the vicinity of 
8%. The usual concentration of 
extra or special dividends in No- 
vember-December has brought a 
“flood” of good dividend news in 
this period. However, the next 
such outpouring is a year ahead; 
and meanwhile the stream of stim- 
ulating dividend news has already 
dwindled down to a trickle. 


Splits 
Final figures, not yet compiled, 








probably will show that stock 
splits set a record in 1954, A split 
adds nothing to intrinsic value of 
a stock. It simply means that a 
given “pie” is cut into more slices. 
Yet stocks invariably advance on 
insider-inspired buying prior to 
split news, and from public buying 
on split news. Why? There are 
various reasons: (1) A split “ad- 
vertizes” the stock of a company 
that is making progress (stocks of 
moribund concerns do not reach 
prices justifying splits). (2) A 
split is often followed by a boost 
in dividend rate, which does in- 
crease intrensic value. (3) A split 
brings a high-priced stock into a 
price range more popular with the 
average individual investor. (4) 
Regardless of other reasons, the 
tendency of stocks to advance be- 
fore and on split news has been so 
consistent and pronounced that 
any plausible whisper of coming 
split news stirs buying. Splits can- 














Northrop Aircraft, Inc. 
Eastman Kodak Co. 
Greyhound Corp. System .......................... 
Virginia Electric & Power 
Cosden Petroleum 

General Dynamics Corp. 
Oklahoma Natural Gas......... 
Amer. Smelting & Refining 
Curtiss-Wright Corp. .... 
Archer-Daniels-Midland Co. 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 








1954 

. Quar. Oct. 31 $4.04 

12 weeks Sept. 5 1.07 

Quar. Sept. 30 75 

sete dene 12 mos. Oct. 31 2.27 

. 6 mos. Oct. 31 1.67 

.. 9 mos. Sept. 30 6.17 

12 mos. Sept. 30 1.60 

. 9 mos. Sept. 30 2.32 

. 9 mos. Sept. 30 1.43 

. Quar. Sept. 30 95 
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accuracy. Here are a few “logi- 


} cal possibilities”: duPont, Allied 


Chemical, Firestone Tire, U. S. 
Steel, Kennecott Copper, Texas 
Gulf Producing, Standard Oil 
(New Jersey), Zenith Radio and 
Reynolds Metals. 


Rails 
Splits of rail stocks are not too 


: numerous. Still, there have been 


some in recent years. Examples 
include Atchison, Union Pacific, 
Southern Railway, Seaboard Air 
Line, Illinois Central and, not 
many days ago, Atlantic Coast 


Line. Rock Island is believed to be - 


subject to a split, possibly fairly 
soon, possibly within a year or so. 
Despite prior splits, Atchison and 
Union Pacific have again risen to 
split-price territory. The same is 
so for Denver and Rio Grande, on 
which a 50% stock dividend was 
paid December, 1953. All the other 
possibilities among rails appear to 
be more distant and “iffy.” 


Selectivity 


In recent behavior, up to this 
writing, stock groups showing 
above-average demand have in- 
cluded aircrafts, air lines, automo- 
biles, building materials, copper, 
drugs, metal fabricating, oil, radio- 
TV, rails, rail equipment, steel, 
movies, textiles and tires. 


Oils 

As a result of better control of 
output and recent cold weather in 
populous areas of the country, the 
oil industry started the winter 
season with inventories in the 
soundest condition in some time. 
At this writing, stocks of light 
fuel oil (used mostly for space 
heating) are down nearly 4% 
from a year ago; those of gasoline 
are closely in line with a year ago. 
Allowing for the increased num- 
ber of oil burners and motor ve- 


hicles in use, the consensus in the 
industry is that over-all 1955 do- 
mestic consumption of petroleum 
products will rise around 4% or 
over double the indicated 1954 
gain. Fuel oil prices have been 
boosted and may firm further, 
given normally cold winter weath- 
er, on average, from here on. Win- 
ter has, of course, become the 
period of largest dollar sales, its 
addition to fuel oil demand exceed- 
ing its subtraction from gasoline 
demand. A good profit trend this 
winter and a healthy gasoline sup- 
ply-demand situation next spring, 
as now seems probable, would 
make 1955 an excellent year for 
the industry. Among the biggest 
relative gainers would be compa- 
nies which have to purchase a ma- 
jor part of the crude oil they re- 
fine. The squeezing of their 
margins, between firm crude oil 
prices and softness in gasoline 
prices during portions of 1954, 
either cut profits below 1953’s or 
made the few exceptional gains 
(Sinclair is an example) smaller 
than they otherwise would have 
been, Companies which could gain 
more than average from better re- 
finery margins in 1955 include At- 
lantic Refining, Cities Service, 
Standard Oil of Ohio, Sinclair and 
Sun Oil. 


Shorts 

The boldest bears are those who 
not only decline to buy stocks 
but take a position on the short 
side. In general, they have recent- 
ly become less confident that they 
are on the right side. Between No- 
vember 15 and December 15 the 
total short position in Big Board 
stocks was reduced about 46,000 
shares to 3,079,558 shares, lowest 
level since last July. Although 
short-sellers are mostly profes- 
sionals presumed to have more 
“know-how” about the market 
than the average individual, varia- 








American Export Lines, Inc. 
Bond Stores, Inc. 

N. Y., Chicago & St. L. 
United States Lines 
Anderson-Prichard Oil 
Firth Carpet Co. 


Hershey Chocolate 
Mohawk Carpet Mills 











Philco Corp. ............ 


Great Northern Paper 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1954 1953 

. Quar. Sept. 30 $ .19 $1.08 
. 7 mos. July 31 .40 53 
10 mos. Oct. 31 4.32 6.84 

9 mos. Sept. 30 2.39 3.58 

.. Quar. Sept. 30 -90 1.83 
9 mos. Sept. 30 .03 36 

.. 9 mos. Sept. 30 1.89 3.02 
.. 9 mos. Sept. 30 1.23 2.85 








. Quar. Sept. 30 02 .82 
. 9 mos. Sept. 30 


2.78 3.44 








tions in the short position over the 
years have proved to have little 
or no prophetic significance. 
Stocks in which short positions 
were significantly reduced in the 
four weeks ended December 15 in- 
clude Chrysler, General Electric, 
Goodrich, Goodyear, Otis Eleva- 
tor, Pepsi-Cola and Westinghouse 
Electric. Stocks in which short po- 
sitions were expanded substantial- 
ly over the same period include 
ACF Industries, Alleghany Corp., 
American Airlines, Georgia-Paci- 
fic Plywood, New York Central 
and Studebaker-Packard. Despite 
exceptions, the changes over the 
period seem to suggest that shorts 
have become more timid about 
staying short of better-grade 
stocks, but more bold about going 
short of speculative stocks which 
have had big run-ups on the mar- 
ket’s post-election advance. 


Fateful 


To say that 1955 will be a fate- 
ful year for the automobile in- 
dustry is not just a figure of 
speech. If Chrysler cannot make 
a significant competitive comeback 
in 1955, after spending over $200 
million in development of its 1955 
models, when can it? At present 
the odds seem to be that it will 
make a substantial gain. If the so- 
called independents get nowhere 
in 1955—and it seems uncertain 
that they will—there will be diffi- 
culties in 1956. The most extreme 
union demands ever made on a 
major industry are to be fought 
out. They can result in sharply 
higher costs or a bitter strike by 
late spring, or a more moderate 
boost in costs after a strike settle- 
ment. Ford or GM, probably Ford, 
seems likely to be the first target. 
Wage contracts or both expire 
around late May, that of Chrysler 
not until late next summer. Chrys- 
ler might gain something if either 
Ford or GM is struck. However, 
the industry is producing at an ab- 
normally high rate in preparation 
for labor trouble. By June 1 cars 
will be swamping show and stor- 
age spaces and “pouring out of 
dealers’ ears.” Car buyers will 
benefit. It is hard to believe that 
the buying of any auto stock here 
can be smart. If the choice is GM, 
it is sound, but you pay a record 
high price. If Chrysler, you are 
speculating on a comeback, with 
the per-share profitability thereof 
guesswork. If it is American Mo- 
tors or Studebaker-Packard, you 
are gambling against obvious 
risks at this time. —END 
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By E. K. A. 


Business men and economists, more than a little apprehensive 
a year ago over what was regarded as the very high level of 
outstanding consumer credit, now are rejoicing over recent 
increases in credit to new all-time seasonal highs. A year ago, 
6 with business activity declin- 
ing, there was much concern 
BUSINESS ACTIVITY: lest defaults in payments re- 
PER CAPITA BASIS sult in large-scale reposses- 
“ Y. 5. ODEs sions of used merchandise 
Two with no ready market except 
= at distress prices. Unques- 
, dene tionably, any such develop- 
ment would have intensified 
e- the business decline. 
YEAR 
AGO Fortunately, this concern 
proved to be unfounded. 
During the first half of 1954, 
consumers held down their 
newtime purchases and paid 
off on old purchases with 
reasonable promptness. To- 
ward the middle of the year, 
with the business outlook 
less uncertain than it had 
been and with the pressure 
on them eased a little, con- 
sumers began to increase 
their indebtedness once 
more. Total outstanding in- 
stallment credit of $22 bil- 
lion on October 31 (the lat- 
est data available at this 
writing) compared wtih $20.9 
billion last Spring and $21.5 
billion on October 31, 1953. 
During the past Christmas 
shopping season, more mer- 
chandise was bought “on 
the cuff’, according to mer- 
chants, than ever before. 
Data will not be available 
for several weeks yet, but 
it is reasonably certain that 
the outstanding installment 
credit total on December 31 
was at least a billion dollars 
or more larger than the 
December 31, 1953 total of 
$21.8 billion. Although it is 
rather customary for the 
total to decline in January 
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as consumers pay 
off their Christmas 
bills, it is possible 
that credit volume 
will show a further 
gain this January. 

The renewed will- 
ingnessof consumers 
to mortgage sub- 
stantial portions of 
their incomes for 
anywhere from 6 to 
36 months ahead 
bespeaks, more 
than anything else 
can, the confidence 
of the American 
public in the gen- 
eral business out- 


look and in the maintained stability of the commodity price | 
structure. The majority of consumers can be wrong, for they | 


have been wrong before. But, it is important to note that there 
are no signs of consumers backing away from the market even 
though they are becoming increasingly price conscious, as 
evidenced by the rise in the number of discount houses and 
the trend towards price cutting on major items by old line 
merchants. 

However, this is not entirely an unalloyed burst of consumer 
confidence. The official data, when available, probably will 
reveal that some of the rise in installment credit during late 
1954 was the result of stepped-up buying of automobiles 
which, in turn, reflected the advancement by manufacturers of 
new car models. It is interesting to note that, even though total 
Christmas sales exceeded last year a little, sales of toys were 
down a few percent. 

Consideration also must be given to the influence of the 
sharp uptrends in security values in recent months and the in- 
creasing public participation in the security market. Cash has 
been going into the purchase of securities, with the result that 
some consumers have tended to extend their credit buying. 
And, consumer psychology being what it is, there always is con- 
siderable tendency to spend paper profits. Credit purchases 
offer one method of doing this. 

American consumers by and large have learned well how 
to handle credit, which has become a factor of major import- 
ance in the movement of durable goods and the maintenance 
of prosperity. It now is well recognized by consumers that the 
ability to meet installment payments is governed by the outlook 
for continuance of regular income. This was demonstrated 
when they pulled in their horns during the early months of 
the year just ended. 
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MONEY & CREDIT—The delicate shift in monetary policy 
which the Federal Reserve unveiled last month, has not as yet 
had much of an impact on the markets for fixed-income securi- 
ties. Indications in mid-December that the Central Bank would 
drop the “active” portion of its policy of active money ease, 
induced a period of cautionary liquidation, but other funda- 
mental market influences soon asserted themselves and prices 
of longer-term issues soon stabilized. The Federal Reserve Board 
has been as good as its word, buying not a single Government 
obligation since December 1, and this during a period of nor- 
mally expanding demand for credit. As a direct consequence, 
short-term money rates have risen to their highest point since 
January, 1954. Longer-term Federal and corporate issues, how- 
ever, have found a good support base at moderate price con- 
cessions, as large investors, well aware of the high rate of 
liquid saving and the outlook for lower corporate borrowing 
for expansion purposes, have taken advantage of lower prices 
to add to their portfolios. In fact, long-term Treasuries were 
able to rally a bit as the year drew to a close with the result 
that by December 27 they were back to levels that had pre- 
vailed prior to the intimations of a shift in credit policy. Cor- 
porate obligations did not do quite as well and yields on an 
average of best-grade corporates rose moderately to 2.92% 
on December 27, from 2.89% two weeks earlier. 


Issues of state and municipal authorities have had their own 
special problems to contend with in recent weeks, stemming 
mainly from the effusion of new issues that featured December 
financing. The week ending December 24 set a new high for 
any week last year in the value of tax-exempt bond offerings 
with $408 million of such issues flooding the market. Dealers 
had marked down prices vigorously in this sector in anticipation 
of the heavy financing and by the time the month’s piece-de- 
resistance, the huge $335 million New York State Power Au- 
thority’s revenue issue came up for sale on December 21, the 
market was well sold out. As a result, this offering, brought 
out at par to yield 3.2%, was in good demand and soon went 
to a one-point premium, restoring a measure of confidence to 
the entire tax-exempt list. Further heavy financing by state and 
local entities is in the cards for 1955, however, and January 
will start the year off with a bang, featured by prospective 
sale of $390 million of Illinois toll bridge bonds, which would 
set a new record for size in this field. 





fe} 


TRADE—Retail sales surged to all-time highs last month as shop- 
pers flocked to stores in record numbers. Dun & Bradstreet esti- 
mates that dollar volume for December would top the corres- 
ponding 1953 month by 4% and beat the previous record— 
that of December, 1952—by nearly 1%. A feature of this 
Christmas season was the demand for autos, with car dealers 
in strong competition with soft goods for the consumer dollar. 
Food purchases surpassed all previous peaks, gasoline service 
stations did a record volume of business and toys, cameras, 
musical instruments, radios and television sets were in good 
demand. Wearing apparel and home furnishings moved fast 
but sales of heavy appliances failed to match December, 1953. 
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INDUSTRY—Industrial production continued to improve last 
month and new orders received by manufacturers also were 
higher, according to estimates by the National Association of 
Purchasing Agents. This is in contrast to the usual December 
pattern of contraction at the year-end when the rush for holi- 
day goods is over and inventory time approaches. Employment 
has been holding up well and prices of most industrial com- 
modities have been firm in recent weeks. Competition is still 
keen in most lines although delivery dates for some items, such 
as steel, have been lengthened. There is no sign of inventory 
stocking although the current low level of inventories makes 
furthr cuts unlikely. 





oO. 
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COMMODITIES—The Bureau of Labor Statistics’ comprehen- 
sive index of spot commodity prices was unchanged in the week 
ending Tuesday, December 21, with advances and declines in 
individual commodities offsetting each other. The index closed 
at 109.4% of the 1947-1949 average where it was 0.6% un- 
der levels of a year ago. Farm products gained 0.5% in the 
latest week but were still 4.0% under December, 1953. Proc- 
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a 
Latest Previous © Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

MILITARY EXPENDITURES—$b (e) Sept. 3.1 3.2 4.0 1.6 (Continued from page 461) INDUSTRI 

Cumulative from mid-1940 Sept. 564.1 561.0 518.0 13.8 | essed foods lost 0.4% during the week, with Mining- 
declines in meat prices dragging this index Durable 
srr shoissemtesaitncsesiemaied => A = lower. The index of industrial commodities Non-Du 

MONEY SUPPLY—$b remained unchanged, with advances in CARLOAI 
Demand Deposits—94 Centers Dec. 15 57.9 56.6 56.1 26.1 crude rubber, copper scrap and wool tops, ine 8 
Currency in Circulation Dec. 22 30.9 30.8 31.2 10.7 offset by declines in burlap, hides, tin and Mdse. | 

BANK DEBITS—(rb3)** animal feeds. me Grain 
New York City—$b Sept. 573 670 554 16.1 ‘i ELEC. PO 
344 Other Centers—$b Sept. 95.1 97.1 94.7 29.0 Sales of the AIRCRAFT INDUSTRY, 

PERSONAL INCOME—$b (cd2) Oct. 285.9 286.6 287.8 102 largest_ manufacturing employer in the spite 
Schatten anil: Wages ie 196 195 199 99 United States, totaled $8.6 billion in 1954, cat 
Penida Rienenen it 47 "9 48 23 a post-war record and a gain of $100 mil- 2 
atid int Cited Iéa 25 24 24 10 lion over 1953. Order backlogs at the year- PETROLE 
Translor Payments an 16 16 15 10 end, mainly of a military nature, were close Crude 

(INCOME FROM AGRICULTURE) Oct. 14 16 15 3 to $15 billion, down a bit from a year Gasolii 

earlier, but still close to two full years of Fuel O 

POPULATION—m (e) (cb) Nov 163.5 163.2. 160.7 133.8 | production. Employment in the industry de- Heatin 
Non-Institutional, Age 14 & Over__ | Nov 116.6 116.5 115.5 101.8 clined from a January peak of 830,100 LUMBER 

Civilian Labor Force Nov 64.6 64.9 63.9 55.6 workers to 797,000 in September, but aver- edie 

Armed Forces Nov 3.3 3.3 3.5 1.6 | age annual earnings were higher and are — 

unemployed Nov 29 2.7 17 3.8 now 30% above June, 1950. STEEL It 

Employed Nov. 61.7 62.1 62.2 51.8 Cumul 

In Agriculture Nov 6.2 72 6.6 8.0 * * & ENGINE 

Non-Farm Nov 55.6 54.9 55.6 43.2 ’ AWA 

Weekly Hours Nov 406 41.4 41.2 420 BUSINESS FAILURES rose 7% in No- euas 
vember as 933 firms closed their doors, the 

EMPLOYEES, Non-Farm—m (1b) Nov 48.7 48.6 49.9 37.5 highest level of casualties in five months. MISCELI 
Government Nov. 6.9 69 6.7 48 | The rate of failure as reflected by Dun’s Paper 
ete “a 7 10.6 8 79 | Failure Index which is seasonally adjusted, Cigar 
pany aie 7 sag oie 1.7 | was up to 46 per 10,000 businesses listed in Do. 

Weekly Hours. Nov 40.1 39.9 40.0 40.4 | the Dun & Bradstreet Reference Book, from Do. 

Hourly Wage (cents) Nov. 1.82 1.81 1.79 77.3 42 in both October, 1954 and November 

ay eee & ssa 72.98 72.22 71.60 21.33 | 1953. The increase in number of failures was ~_— 

PRICES—Wholesale (Ib2) Dec. 21 109.4 109.4. 110.1 66.9 | most pronounced in retail trade where the (1935-9- 
Retail (cd) Oct. 207.6 208.2 210.0 116.2 | toll mounted to the highest level since April. sg 

. . . or 

COST OF LIVING (Ib2) Oct. 145 47 1154 659 ego “— rr es and whote- tT 
Food Oct. ms 1 we «9 | ee oe 

a casualties edged upward. LIABILITIES of 
eahing gi eon _ = ped failing firms also were higher in November 
Rent. Oct. 129.0 128.8 126.8 89.7 é i. 

amounting to $35,067,000, but were 5% P 

RETAIL TRADE—$b* * under a year ago as the result of a lesser os ‘ 
Retail Store Sales (cd) ___| Oct. 14.1 14.2 14.0 4.7 | number of failures among firms in the over ait 

Durable Goods. Oct. 4.7 4.8 5.0 1.1 $100,000 class. 

Non-Durable Goods____—_| Oct. 9.4 9.4 9.0 3.6 4 Agr 
Dep't Store Sales (mrb) Oct. 0.86 0.81 0.84 0.34 * oe * poe 
Consumer Credit, End Mo. (rb) | Ort. cc A New orders for MACHINE TOOLS were 7 Am 

MANUFACTURERS’ lower again in November and the National - oo 
New Orders—$b (cd) Total** Oct. 24.0 24.5 22.2 14.6 Machine Tool Builders’ index of such orders 3 Bak 

Durable Goods Oct. 11.5 11,7 9.7 7.1 | fell to 118.9% of the 1945-1947 average, 3 Bus 

Non-Durable Goods Oct. 12.5 12.8 12.5 7.5 | versus 148.9% the previous month and the 2 Bus 
Shipments—$b (cd)—Total** Oct. 23.4 23.6 25.0 8.3 year’s high of 185.2% reached in June. pw 

Durable Goods Oct. 10.8 10.9 12.4 4.1 Shipments also were lower with the index A Goi 

Non-Durable Goods Oct. 12.6 12.7 12.6 4.2 | at 179.6% of the base period, versus 9 Co 

191.0% the previous month and 320.2% 7 Co 

BUSINESS INVENTORIES, End Mo.** a year ago. Output also was affected by the sa 

Total—$b (ed) Oct. 77.5 778 81.8 8S | deslns ineed dth i ahi le 2 Da 
facturers’ Oct. 438 43.7 47.0 164 rders and the production index 5 De 
ee fell to 323.4% of the 1945-1947 average, 5 Dr 
bea — oe: = sical _ 4.1 | from 344.0% in October. With incoming 2 fe 

Retaiors oe. _— 7 sel 8.1 | orders below shipments, backlogs fell fur- o 
Dept. Store Stocks (mrb) ~. sad vere ait '1 | ther and it would have taken 3.1 months at 3 Fur 

BUSINESS ACTIVITY—1—pc Dec. 18 201.7 199.2 190.9 141.8 | November rates of production to fill all or- 4 Go 
(M. W. S.)—I—np Dec. 18 252.2 249.0 2347 146.5 ders on the books at the end of the month. 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—Ia np (rb) Nov 129 126 129 93 This compares with 3.2 months at the end 
Mining Nov 110 109 111 87 of October and 6.1 months in November, 
Durable Goods Mfr. Nov 144 139 146 88 1953, at then-current rates of output. 
Non-Durable Goods Mfr. Nov. 118 117 115 89 x ok 

CARLOADINGS—t—Total Dec. 18 642 654 618 933 Domestic SULPHUR production amount- 
Mise. Freight Dec. 18 332 338 325 379 ed to 482,000 tons in October, up from 
Mdse. L. C. L Dec. 18 60 61 6] 66 467,000 tons in the previous month and 
Grain Dec. 18 46 49 39 43 458,000 tons a year ago, the Bureau of 

Mines has reported. Output in the first ten 

ELEC. POWER Output (Kw.H.) m Dec. 18 9,909 9,846 8,896 3,266 months of 1954 totaled 4,866,000 tons, a 

SOFT COAL, Prod. (st) m Dec. 18 9.0 8.8 8.3 10.8 5% gain over the corresponding 1953 peri- 
Cumulative from Jan. 1 Dec. 18 375.2 366.2 440.2 44.6 od. Sulphur sales during the first ten months 
Stocks, End Mo Oct 70.3 69.7 82.7 61.8 | of this year were 4,353,000 tons, virtually 

PETROLEUM—(bbls.) m unchanged from the January-October peri- 
Crude Output, Daily Dec. 17 &A 63 6.2 41 od of last year. With output so far this year, 
ictal Giaihe Dec. 17 152 151 151 86 ahead of sales, stocks of sulphur in the 
Fuel Oil Stocks Dec. 17 52 53 50 94 hands of producers rose to 3,239,900 tons 
Heating Oil Stocks Dec. 17 118 124 123 55 on October 31, 1954 from 3,056,766 tons 

LUMBER, Prod.—(bd. ft.) m Dec. 18 235 253 239 632 oy Sa oat ale ate 
Stocks, End Mo. (bd. ft.) b Oct. 8.9 9.0 8.6 79 

1,205,000 tons of NEW RUBBER were 

STEEL INGOT PROD. (st) m ini * sind ved ses consumed in 1954, somewhat under the 
Cumulative from Jan. 1 pci = Oa ee a 1,338,000 tons that were used the previous 

ENGINEERING CONSTRUCTION year, according to compilations by the Rub- 
AWARDS—$m (en) Dec. 23 325 272 182 94 ber Manufacturers Association. The decline 
Cumulative from Jan. 1 Dec. 23 14,196 12,871 14,791 5,692 in rubber consumption last year was mainly 

MISCELLANEOUS the result of a drop in pneumatic tire out- 
Paperboard, New Orders (st)t_. Dec. 18 209 262 212 165 put, from 100.4 million units in 1953 to 91.8 
Clade, Maniac filee-d Sieh 33 34 34 17 million units last year. Of total rubber usage 

Do., Cigars—m Sept. 569 520 558 543 last year, synthetic rubber accounted for 
Do., Manufactured Tobacco (Ibs.)m. | Sept. 19 18 19 28 52%, down from 59% in 1953. 





b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. 1—Seasonally adjusted index 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 
tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation 
for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. st—Short tons. 
t—Thousands. *—1941; November, or week ended December 6. **—Seasonally adjusted. 
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No. of 1954 Range 1954 1954 , _ _ 

. (Nov. 14, 1936, Cl.—100) High Low Dec. 17 Dec. 24 
Issues (1925 Cl.—100) High Low Dec. 17 Dec. 24 | 100 HIGH PRICED STOCKS .. 181.3 1240 179.2 181.3H 
300 COMBINED AVERAGE ........ 280.5 192.8 275.4 280.5H 100 LOW PRICED STOCKS .... 336.5 225.0 328.2 336.5H 
4 Agricultural Implements ....... 261.3 189.7 259.6 261.3H 4 Investment Trusts .................... 145.3 99.5 145.3 145.3 
10 Aircraft (‘27 Cl.—100) .......... 902.8 404.4 841.5 902.8H 3 Liquor (‘27 Cl.—100) ........... 1045.8 805.8 1037.2 1045.8H 
7 Airlines (‘27 Cl.—100) ............ 1000.0 512.3 980.3 1000.0H | 4] Machinery ........ccccesceeceeceenee: 316.0 210.0 309.9 314.0 
7 PARIS, oso co cos oeen itecsaccs 152.0 87.6 146.0 152.0H 3 Mail Order ........ccccccccccccccceee 160.5 110.2 155.2 157.3 
10 Automobile Accessories .......... 310.9 241.3 303.9 310.9H 3 Meat Packing ...........cccc..-: 115.7 85.7 114.0 113.1 
10 Automobiles ...................... 44.8 38.4 44.0 44.8H | 10 Metals, Miscellaneous 341.7 215.1 341.7 337.7 
3 Baking (‘26 Cl.—100) .. 27.6 23.0 26.9 27.6 Fl. peepee eed ae eee eee 798.2 466.0 765.9 798.2H 
3 Business Machines ................. 682.3 362.3 668.2 671.7 24 Petroleum ate. 585.8 412.1 573.7 585.8H 
2 Bus Lines ('26 Cl.—100) ......... 393.6 229.2 393.6 388.9 22 Public Utilities ............... 235.2 194.4 235.2 235.2 
OC CROI CRIS 56. i055 .c6cs-5c05cs- . 480.1 369.3 472.7 480.1H 8 Radio & TV ('27 Cl.—100) 41.1 29.0 40.8 41.1H 
3 Coal Mining 14.3 9.4 13.7 14.3 8 Railroad Equipment ............ 73.4 52.8 71.4 73.4H 
4 Communications ..................... 101.8 61.0 99.5 101.8H 20 Railroads . 65.6 51.0 64.0 65.6H 
DP COMSTIUIBNOIN os cleiscticvccckisdenssicus 109.1 64.0 107.8 109.1H IE xs csaceseceracts 89.6 51.0 85.0 89.6H 
Wr A URMANEIISN Es cose cn da ssvachadseabecacs 701.4 495.4 696.5 701.4H 3 Shipbuilding 500.5 304.4 477.1 494.7 
9 Copper & Brass .............ccc0cc0 230.1 140.6 223.2 230.1H SP Serr IRN occ sc cccdsssesaveissasenais 437.1 380.1 437.1 433.3 
2 Daity Proaquete .......6iscscssecseses 129.1 102.0 117.6 118.7 DP Seeee Ge WOW ca. ccs csi ccccsccanes: 214.3 133.8 214.3 213.0 
5 Department Stores ................. 80.8 56.8 80.8 79.7 DMN case ccsccicecsess 59.2 47.3 58.8R 59.2 
5 Drug & Toilet Articles ............ 322.9 239.8 322.9 320.5 2 Sulphur .. 854.5 564.3 833.0 854.5 
2 Finance Companies .............. 618.1 394.8 618.1 602.2 NNR sce 5 cexscadcsncecassdceendescessa 140.8 101.3 136.8 140.8 
2 ROO MANOMEND osc cacesccsoscsdcsnesses 263.3 194.6 263.3 261.4 3 Tires & Rubber ....................... 147.6 86.3 145.0 147.6H 
2 Food Stores 151.6 130.2 149.0 146.3 5 Tobacco 86.2 73.5 84.5 85.3 
3 Furnishings 72.9 61.2 70.5 72.9H 2 Variety Stores 317.7 274.4 309.0 309.0 
MON PRIN 65 o6sccsincschicsacecickce 763.5 517.4 653.0 763.5H | 16 Unclassified (‘49 Cl.—100)..... 143.7 106.2 141.6 143.7H 

H—New High for 1954. 
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Firmness returned to the commodity futures markets in the 
two weeks ending December 28 and the Dow-Jones Futures 
Index rose 3.03 points to close at 171.69. Wheat futures were 
especially strong and the May option gained 8% cents dur- 
ing the period to reach a new high for the life of the option. 
The insistent buying was predicated on lack of rainfall in the 
Southwest which appears to be hurting the new crop. Com- 
bined with the wheat acreage allotment of only 55 million acres 
this year, lowest since 1942, production may fall sharply. At 
the same time it should be remembered that the Government 
holds large stocks of wheat and is offering them freely for ex- 
port, with sales in the period from July 1—December 10 amount- 
ing to 113 million bushels. May corn was up 1 cent in the two 
weeks ending December 28 to close at 15914. The hog popula- 
tion this Spring will be substantially above a year ago and this 
should make for increased domestic demand while exports are 


also expected to mount. The Commodity Credit Corporation 
sold 20.5 million bushels of corn from October 1 to December 
10 of this year, only a small percentage of total consumption 
during the period. May cotton gained 22 points in the fortnight 
ending December 28 to close at 35.11 cents. Demand for cot. 
ton cloth broadened appreciably in December, a contra-sea- 
sonal development, while domestic consumption and export 
are both in an uptrend. Hide futures strengthened in the two 
weeks ending December 28 and the April future gained 32 
points to close at 12.12 cents, but it was still 31% under the 
high of 17.65, reached in April this year. Tanners and dealers 
have been active buyers of hides during the period and packers’ 


stocks have been reduced considerably. Cattle slaughter is still ' 


high but is due for a considerable seasonal decline in the next 
few months. 





WHOLESALE COMMODITY PRICES 
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Dec.27 Ago Ago Ago 1941 Dec.27 Ago Ago Ago 1941 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26,1939—63.0 Dec. 6, 1941—85.0 

1954 1953 1952 1951 1945 1941 1938 1937 
High 154.4 162.2 181.2 215.4 
Low .... 147.8 147.9 160.0 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confineyour requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Consolidated Edison of New York 


“Having retired last summer, and 
with the increased cost of living, I now 
feel the need for greater income with 
stability. Would Consolidated Edison 
Co. of New York qualify as a medium 
for a person in my situation? I believe 
the company’s dividend record is very 
good.” C. J., Syracuse, New York 


Consolidated Edison of New 
York is the largest operating elec- 
tric and gas utility; it serves the 
New York City area. Consecutive 
dividends have been paid since 
1885. The yield on the 60¢ quar- 
terly dividend is better than aver- 
age, considering the prime quality 
of this equity. 

The Consolidated Edison Co. of 
New York, Inc., and subsidiary 
companies, reported consolidated 
net income for the twelve months 
ended September 30th, 1954, of 
$49,449,235 after all operating 
expenses, taxes and other charges. 
The net was equal after preferred 
dividend requirements to $2.92 per 
common share. This compares 
with net income of $50,096,021 or 
$2.98 per share for the twelve 
months ended September 30th, 
1953. However, the latest 12 
months earnings were on 138,675,- 
463 common shares outstanding, 
compared with 13,607,203 com- 
mon shares outstanding in the 
preceding twelve months. 

Total operating revenues for 
the Edison System for the twelve 
months ended September 30th, 
1954 were $469,056,352 against 
$451,081,363 in the preceding 
period. 
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Electric sales for the most re- 
cent twelve month period were 
$373,128,458, gas sales $72,310,- 
585, steam sales $21,123,986 and 
miscellaneous $2,493,319. This 
compares with the preceding 
twelve months sales of electricity 
totaling $357,275,715, gas sales 
$70,211,786, steam sales $21,214,- 
272 and miscellaneous $2,379,590. 

The company has recently en- 
gaged Vitro Corp. of America as 
consulting engineers for possible 
atomic production of electric 
power. Project will involve adapt- 
ing new atomic fuel, which Vitro 
has been studying under an Atomic 
Energy Commission agreement, 
to electrical power needs. 


Libbey-Owens-Ford Glass 


“T am a long time subscriber to your 
valued magazine and would appreciate 
receiving late information on earnings 
trend of Libbey-Owens-Ford Glass and 
also comment on progress shown in the 
various divisions of the company.” 


E. A., Memphis, Tenn. 


Shipments of Libbey-Owens- 
Ford Glass Co. products going 
largely to building and automo- 
tive industries in the first nine 
months of 1954 were approxi- 
mately equal to the same period 
last year and, “a very high level 
of sales for the fourth quarter is 
indicated by the volume of orders 
already booked” according to the 
chief executives of the company. 

Net earnings for the nine 
months ended September 30th was 
$17,785,724, equal to $3.43 a share, 
compared with $13,560,587, or 


$2.62 a share, in the correspond- 
ing period last year. Reductions 
in administrative and other ex- 
penses, including income taxes, 
affected the net profit favorably. 
Tax provisions for the first nine 
months of 1954 equals $4.19 a 
share. 

Employment in the Toledo, 
Rossford, and Ottawa, Illinois 
plants, a group producing auto- 
motive, building and _ specialty 
plate glass products, is now at an 
all-time high. Payrolls at Charles- 
ton, West Virginia, and Shreve- 
port, Louisiana, large window 
glass plants, are still affected ad- 
versely by foreign imports. 

Complete dismantling of the for- 
mer grinding and polishing plant 
at Rossford for conversion into 
an expanded polishing plant, and 
a slight decline in demand, re- 
sulted in a reduction in shipments 
of company products in the third 
quarter. The new plant is now 
operating, however, and fourth 
quarter demand is increased. 

A three-year construction pro- 
gram at Rossford, Ohio, factory 
is virtually completed. Two new 
twin-grinding plants, which grind 
the plate glass on both sides simul- 
taneously, first of their kind in 
America, are now in full opera- 
tion. Each of the two new polish- 
ing lines is 967 feet long and de- 
signed to polish plates of glass 
127 inches wide. 

These new revolutionary facili- 
ties at Rossford make it the most 
modern plate glass factory in the 
world. It is now producing the 
new, superior product, Parallel-O- 
Plate glass. 

The entire company’s construc- 
tion program was financed from 
its plant improvement and replace- 
ment fund without resort to loans 
or other types of financing. 

Fibre Glass, Corrulux and Lib- 
erty Mirror Divisions were re- 
ported active in development of 
new markets and products. A new 
three-way rear view mirror for 
automobiles designed to reduce 
glare in night driving and pro- 

(Please turn to page 479) 
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1955 Prospects for Leading 
Industries 





(Continued from page 430) 


industry is expected to rise ma- 
terially, but to maintain a level 
below the all-time 1953 peak. 

Most of this pattern of down- 
in-1954-up-in-1955_~—s reflects the 
anticipated operations of the 
automobile industry itself, whose 
demands for so-called “original 
equipment” tires are the main- 
spring of tire production. With 
the automobile industry expect- 
ing to somewhat better its 1954 
production pace in the year ahead, 
a rise in tire production is almost 
a foregone conclusion. However, 
the industry also expects a mod- 
est rise in replacement demand 
for passenger car tires, and a 
slight improvement in demand for 
truck, bus and tractor tires. 

The industry looks for a rela- 
tively sharp rise in synthetic 
rubber consumption, and a slight 
decline in natural rubber con- 
sumption, reflecting, in part, the 
less demanding requirements of 
civilian as opposed to military 
tire output. Total rubber con- 
sumption in 1955 should be about 
5% above the 1.2 million long 
tons consumed in 1954. 

For rubber products other than 
tires, the outlook is at least equal- 
ly bright, and perhaps brighter. 
For heavy industrial rubber prod- 
ucts, such as make up components 
in conveying systems, the outlook 
is for a moderate rise, based on 
a significant increase in the rate 
of industrial activity. For the 
lighter rubber products, much of 
which end up as components in 
electrical machinery, the outlook 
is specially bright although, how- 
ever, these products are not ma- 
jor consumers of raw rubber. In 
addition, the industry has proved 
itself extremely capable at adapt- 
ing rubber for an ever-widening 
variety of new uses, of which 
foam rubber products are an il- 
lustration. Rubber in the form of 
latex is expected to continue to 
grow in use in 1955, and the out- 
look for rubber flooring materials. 
based on the expected high level 
of residential construction activ- 
ity, is excellent. In general, rub- 
ber producers should have an ex- 
cellent vear, and profits should 
materially exceed the levels of 
1953 (an excess-profits tax year) 
and 1954. 


RAILROADS—For the rails, 1954 
has been a year of severe tests. 
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Declines in defense shipments 
(which are typically long-haul, 
and can be moved only by rail), in 
automotive shipments, in coal, ore 
and steel, hit the freight carload- 
ings statistics hard. Railroad vol- 
ume fell about one-eighth below 
the level of 1953. Because of the 
extreme sensitivity of rail income 
to operating level, profits in 1954 
fell almost one-third, or more 
than twice as fast as traffic vol- 
ume. Rail traffic is peculiarly re- 
sponsive to the kind of inventory 
recession experienced in 1954: 
when sellers live off the shelf, the 
movement of goods from factory 
to distributor slows sharply. 

For 1955, the end of inventory 
liquidation, a recovery in auto- 
motive business, in coal _ ship- 
ments, and in ore and steel and 
movement, presage a significant 
improvement in rail traffic, and 
an even more significant rise in 
rail earnings. Freight carload- 
ings, which equalled about 33.8 
million in 1954, should rise to 
about 36 million in 1955 (in 1953 
carloadings amounted to about 38 
million). This level of traffic 
would be associated with a rail- 
road net income in the neighbor- 
hood of $750 million, which 
would make 1955 the fourth best 
postwar year for the roads. 

Gains in freight traffic in the 
year ahead can be expected to be 
very widely distributed, both in 
terms of geographic region and 
by product classification. Geo- 
graphically, the lines most likely 
to experience substantial ad- 
vances in traffic volume are those 
serving the industrial heart of 
the nation, running West from 
the Atlantic to the Great Lakes, 
where movement of coal, coke, 
ore, steel and automotive supplies 
should advance very sharply over 
year-ago levels. In the South and 
West, where industry was less 
hard hit in 1954, only a smaller 
relative gain can be expected in 
1955. In the middle West cattle 
areas, bumper cattle crop fore- 
casts suggest a high rate of cattle 
movement, but here too 1954 saw 
only moderate decline, and only 
moderate advance can be ex- 
pected. 


CHEMICALS — The outlook for 
the highly diversified, rapidly 
growing chemicals industry is 
quite favorable. The inventory 
adjustment which began in late 
1953 and ran through most of 
1954 has terminated. Inventories 
are well in line, and chemicals 
consumption continues to grow 
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for both the heavy industrial) 
chemicals and organic chemicals, 

Sales of synthetic plastics and_ 
resin materials in 1955 should. 
exceed 1954 by as much as 10%, 
mainly because of the effects of 
inventory liquidation in 1954) 
Paint, varnish and lacquer prod-.| 
ucts should likewise show im. 
provement, although this branch) 
of the industry is now intensely} 
competitive. Fats and oils pro-| 
duction, which has recently been| 
stable, should rise moderately, in’ 
line with expected improvement! 
in consumer demands; heavy in.-, 
dustrial chemicals should improve! 
substantially, as industrial activ.! 
ity advances. Organic chemicals 
—alcohol, glycerin, acetic and 
phthalic anhydride, methanol, 
etc.—_many of which were in very 
full supply a year ago, are now in 
balanced supply, and a moderate 
rise in output seems assured. 

The chemicals industry con- 
tinues to show one of the highest 
rates of return on investment, 
and among the highest ratios of 
research expenditures to sales. In 
the favorable environment of a 
general improvement in business 
conditions in 1955, chemicals pro- 
ducers should show excellent re- 
sults. High profits, plus a very 
high rate of depreciation on ex-| 
isting facilities, will provide the 
industry with a very high cash 
throw-off in 1955, which should | 
furnish considerable strength for 
dividends. This is particularly 
true since the chemical industry, 
which was a heavy participant in 
the post-Korean accelerated am- 
ortization program, has largely 
completed its Korean-related 
capital outlays. 


ELECTRICAL MACHINERY— 
Producers of electric machinery 
and equipment now look forward 
to 1955 with high hopes. In gen- 
eral, they expect this combina- 
tion of trends: (1) a slight slide- 
off in heavy transmission equip- 
ment, as the post-Korean wave of 
power expansions moves into a 
lower gear; (2) a marked in- 
crease in communications equip- 
ment production, partly for ex- 
pansion of the nation’s civilian 
net work, and partly for defense; 
(3) a moderate increase in pro- 
duction of electrical devices for 
the building industry; (4) a mod- 
erate increase in production of 
small electrical devices for the 
consumer; (5) some improve- 
ment in the sales of major con- 
sumer appliances such as refrig- 
(Please turn to page 468) 
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COMMERCIAL SOLVENTS CORPORATION 


Arrew stat on. the chemical, horigon. 2 
NITROPARAFFINS | 


ba the starred area above, construction is well un- 
derway on the new five million dollar plant for the 
commercial production of the Nitroparaffins and 
their remarkable family of derivatives. The new 
plant, a major step in the company’s Nitroparaffin 
expansion program, is expected to go on stream 
August 1955. 


Located at Sterlington, Louisiana, the new plant is 
surrounded by CSC’s petrochemical facilities, which 
produce such useful and basic chemicals as meth- 
anol, ammonia, and nitric acid. In addition to the 
new Nitroparaffins plant, existing facilities at Peoria, 
Illinois, are being expanded. 


Petrochemicals 








Virtually laboratory curiosities a few years ago, the 
Nitroparaffins have been under study since 1935 
in a continuing program of experimental produc- 
tion and evaluation. The four Nitroparaffins and 
six derivatives, which have already proven useful 
in a wide range of applications, represent only a 
small fraction of the total number of derivatives 
under current investigation. The new chemicals 
represent a unique field of organic chemistry and 
hold unusual promise for virtually every industry. 


The experience of Commercial Solvents Corpora- 
tion in evaluating these versatile chemicals is avail- 
able on request to every manufacturer. 


Biochemicals 


260 Madison Avenue, New York 16, N. Y. 
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1955 Prospects for Leading 
Industries 
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erators, laundry equipment, dish- 
washers. 

Many of these uptrends were 
present in 1954. For example, 
appliance business in 1954 was 
surprisingly good, considering 
the general lowering of invento- 
ries, and considering the fact that 
consumers were unwilling or un- 
able to borrow on_ instalment 
credit terms as freely as in earlier 
years of the postwar boom. Con- 
struction specialties of the elec- 
trical industries also moved well 
in 1954, as did communications 
equipment for civilian use. These 
uptrends, however, were fully off- 
set by a pronounced decline in 
government shipments, as the de- 
fense program underwent a mas- 
sive review and redirection. With 
this adjustment of the industry’s 
defense backlog now behind it, it 
is looking toward a sharp in- 
crease in the net rate of defense 
business. Part of this increase be- 
gan to materialize in recent 
months. 

Most electrical machinery pro- 
ducers were in the excess profits 
tax bracket in 1953, and the ex- 
piration of the tax provided an 
important cushion to 1954 earn- 
ings. For 1955, a further gain, 
of moderate proportions, appears 
likely. And as in the case of the 
chemicals industry, high deprecia- 
tion, partly on accelerated amor- 
tization certificates, is providing 
a high cash return, and hence a 
strong liquiditv and dividend po- 
sition. 


RADIO-TELEVISION—After fal- 
tering badly in late 1953 and the 
early months of 1954, production 
of radio and television sets went 
on to an unexpectedly good vear: 
in fact, the last quarter of 1954 
has evidently set a television pro- 
duction record surpassing even 
the historic boom of 1950. And 
this in a year when the industrv 
expected color television to drag 
the sale of black and white sets 
almost to a halt! 

For the year as a whole, pro- 
duction (including a_ negligible 
number of color sets) substan- 
tially exceeded 7 million, about 
equalling the 1950 record. Radio 
production in 1954 equalled about 
9 million, which is considerablv 
below average postwar experi- 
ence. 
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The TV outlook for 1955 is 
basically good, although earnings 
by set producers may not show 
much improvement. The bright 
side of the outlook is, of course, 
the fact that television sets, like 
all consumer goods, sell better 
when consumer incomes are ris- 
ing, as they are likely to be in 
1955. And the evidence of 1954 
seems to suggest that the presence 
of color TV on the horizon is no 
psychological bar to sales of black- 
and-white. However, it is also true 
that the TV industry, hotly com- 
petitive within itself, will also be 
competing with the automobile 
industry in 1955, both for con- 
sumers’ dollars and for their bor- 
rowing ability. Those consumer 
goods industries such as television 
sets and cars, where the vast ma- 
jority of purchases are instalment 
financed, may find selling very 
hard work in 1955, in view of 
the existing level of instalment 
debt. 

Radio production and sales in 
1955 should moderately exceed 
1954, partly because of an in- 
crease in automobile radios ac- 
companying the anticipated high- 
er levels of automotive output. 
Sales of novelty radios of the 
clock-type are reported to have 
reached their crest, and little fur- 
ther expansion is likely in 1955. 
Sales of station broadcasting 
equipment are expected to rise 
moderately in 1955, reflecting 
higher station incomes, a further 
expansion of TV networks, and 
generally higher advertising budg- 
ets for radio-TV. Earnings from 
station equipment sales should be 
higher in 1955 (offsetting a prob- 
able decline in defense earnings 
among many companies). But in 
TV and radio production, intense 
price competition is likelv to keep 
any rise in earnings in close 
check. —END 
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surface seems to be a plausible 
demonstration of its forecast. It 
shows that in 1933 the national 
product stood at about one billion 
a week. Then, as a result of pump- 
priming and war expenditures, 
the figure reached in 1953 — just 
twenty years later — the fantastic 
sum of one billion a day! By pro- 
jecting such a rate of enhance- 


ment, 
would be attained by 1964. 

Projection of this course as- 
sumes continuation of every eco- 
nomic policy which, in the opinion 
of the millions of voters who in 
1952 brought about a change in 
administration, threatened to 
plunge the entire nation into 
bankruptcy through avenues of 
unrestricted inflation, unlimited 
credit policies, continued decline 
of the purchasing power of the 
dollar, artificially distended em- 
ployment and everything a super- 
new deal would introduce! 


Wealth and Income 


Experience has shown that, 
without any pump-priming, the 
wealth and income of the Ameri- 
can people has steadily expanded 
over the years. Some observers 
have insisted that only the gift of 
great natural resources made this 
possible. While this is true as far 
as it goes, undeveloped resources 
do not constitute wealth. It is the 





the trillion dollar mark fl 


genius, the vigor of a people that | 


turns dormant matter into usable | 


and, of course, taxable wealth. 
There are a thousand examples of 
this but one which currently is 
impressive is uranium. Uranium 


ore has been in the hills since long | 


before Columbus discovered this 
continent but only very recently 
has it acquired any value and that 


value is owed to an inquiring and | 


aggressive people. 

A study of eighty years of 
American economy reveals that 
per capita income has increased at 
the rate of 1.9 per cent a year, The 
report referred to finds that in 
1953 the average family (with 
multiple employment) had an in- 
come of $5,000 a year. Using the 
1.9 per cent rate of advance for 
another eighty years this would 
give that future generation a 
family income of $25,000 on the 
basis of 1953 purchasing power. 
Not only does the national debt 
dwindle in the face of these fig- 
ures but also State and county and 
municipals debts, always provided 
that these debts are not permitted 
to increase at the same or a 
greater pace than the income. 

The national debt of Great 
Britain proved, in the Nineteenth 
Century, to be of great benefit to 
that kingdom. The debt, arising 
from the Napoleonic Wars, found 
a wide market because of the 
simultaneous rise of such inter- 
national banking houses as the 
Rothschilds. Profits of the indus- 
trial revolution at home and the 

(Please turn to page 470) 
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OLIN MATHIESON 


CHEMICAL CORPORATION 


One of the nation’s major diversified 


processing and manufacturing companies 


Formed in August, 1954, by merger of Olin Industries, 
Inc., and Mathieson Chemical Corporation, 

Olin Mathieson brings together the skills, facilities 
and resources of two of the country’s long established 
but rapidly growing industrial organizations. The wide 
variety of Olin Mathieson products, manufactured 

in 45 plants in the United States and 16 abroad, 

serve industry, agriculture and the public 


throughout the free world. 


OLIN MATHIESON CHEMICAL CORPORATION 
New York, N.Y. - Baltimore, Md. + East Alton, Ill. 


THE PRICELESS INGREDIENT OF EVERY PRODUCT IS THE HONOR AND INTEGRITY OF ITS MAKER® 


for industry 


CHEMICALS 


Industrial chemicals 
Petrochemicals 
Agricultural chemicals 


METAL PRODUCTS 


Brass and other non-ferrous alloys, 
fabricated parts and heat exchangers 


EXPLOSIVES 


Olin smokeless Ball Powder 

Industrial and military explosives 
Railroad torpedoes and fusees 
Compressed air coal-breaking equipment 


PACKAGING FILMS 


Olin Cellophane and 
Polyethylene film 


PAPER PRODUCTS 


Cigarette and other fine papers 
Cigarette filters 

Endless woven belts 

Flax fibers 


MISCELLANEOUS 


Frost southern pine and hardwood lumber 
Ramset powder-actuated tools and fasteners 
Western kiln guns and ammunition 

Olin industrial dry cell batteries 


for agriculture 


COMPLETE FERTILIZERS 
NITROGEN FERTILIZERS 
PESTICIDES 

SANITIZING AGENTS 

SPRINKLER IRRIGATION SYSTEMS 


for the medical profession 


SQUIBB PHARMACEUTICALS 


Nutritionals 

Biologicals 

Glandular products 
Antibiotics 

Anaesthetics 
Pharmaceutical specialties 


SQUIBB VETERINARY PRODUCTS 


Antibiotics 
Other veterinary preparations 


consumer products 


WINCHESTER sporting firearms, ammuni- 
tion and gun preparations 

WESTERN sporting ammunition, skeet and 
trapshooting equipment 

SQUIBB household drug products and 
toiletries 

LENTHERIC perfumes and toiletries 
SUPER PYRO and U.S.I. PERMANENT 
anti-freeze 

PURITAN automotive specialty products 
OLIN flashlights and dry cell batteries 


FROST outdoor furniture 
2944 
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wealth of colonies, enabled Brit- 
ain not only to keep her debt sol- 
vent but vastly increased the 
national] income. A result was that 
interest on the far-distributed 
British consols had the effect of 
making the pound sterling the 
best-known and most widely dis- 
seminated unit of money and 
credit in the world. London be- 
came the money market of the 
world. So the very existence of 
the large debt brought an infinite 
‘gain. Yet that was largely lost 
when a new policy undermined 
the fiscal foundations of the Em- 
pire at the cost of credit and 
prestige. 

That history is not true of the 
American national debt. It is not 
widely held abroad. Moreover, the 
dollar needs no advertising in 
world markets. It is a charge 
against the credit of the United 
States and, therefore, must be 
kept under strict control. Too 
great a distance travelled on the 
road that Britain trod could bring 
similar disastrous results. 


The State Debt 


The story of indebtedness of the 
American States is, in some chap- 
ters, a tragic one. There is extant 
a committee of bondholders with 
London headquarters which sends 
protests to the United States 
against the default of about a 
dozen States on their bonds. That 
relates to a period more than a 
century ago when, in an era of 
truly frenzied finance, States is- 
sued millions in bonds which to a 
very large extent were sold to 
foreign, notably British, buyers. 

Since then there have been fur- 
ther vicissitudes of State fiscal 
affairs, even some dismal adven- 
tures in the current century. Be- 
cause of their exemption from 
Federal taxation, State and muni- 
cipal securities have enjoyed an 
eager market which has tempted 
politicians to over-issue. Most of 
the bad spots have been elimi- 
nated but even now there exists 
that lurking temptation to States, 
held out by the Federal Govern- 
ment in the shape of offers to 
match with Federal money State 
appropriations. 

Yet, although State and local 
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indebtedness now is the highest 
it ever has been, better manage- 
ment and enormous increases in 
resources back of the debts, give 
a large measure of assurance 
that no danger point has been 
approached.. 

As against the pressure to take 
advantage of the tax-exempt mar- 
ket and the enticement of Federal 
matched grants, citizens of States 
are kept keenly aware of their 
debt status by taxation. When 
they realize that hundreds of 
thousands, millions, must be paid 
in interest each year they have 
second thoughts about debt in- 
creases. Also, the practice of elec- 
tion referenda on fresh bond 
issues brings sharply to the tax- 
payers’ attention the fiscal posi- 
tion. It is not to be expected that 
there will be a repetition of se- 
rious runaway State spending 
sprees. 

The only true picture of public 
debt is the per capita picture. 
While the present figure of $1,681 
as the share of the national debt 
of each man, woman and child 
looms large, the State figure of 
$50 seems almost trifling. Be- 
tween them lies of the city, coun- 
ty and other local jurisdiction per 
capita debt of $163. 

Some students have expressed 
alarm because of the directions of 
trends. The per capita national 
debt figure is higher than it has 
been for the last two or three 
years but as a percentage of na- 
tional income it is lower than the 
peak year of 1946. The per capita 
debt is very much lower than the 
year 1945 when it reached its 
peak of $1,935. Not only greater 
resources but an astonishing in- 
crease in population has reduced 
the per capita calculation. In that 
peak year of 1946 the National 
Debt was 150 per cent of national 
income; now it is down to about 
87 per cent. 

State per capita debt has been 
mounting steadily. Back at the 
turn of the century it was only $3. 
although it climbed to $24 in 1942, 
it dropped to $17 in 1946 since 
when it has risen rapidly. But 
there has been no such compar- 
able rapid rise in relation to na- 
tional income. In 1932, State debts 
amounted to 6.8 per cent of na- 
tional income. A low of 1.8 was 
touched in 1946 and the 1953 
figure was 2.6 per cent. 


Municipal Debts 


The trend of municipal debt has 
been upward, too. It reached its 
lowest since Depression years in 





1947 and 1948 when it stood at 
only $97 per capita. By 1950 it 
was $125 and now $163. But in 
relation to national income the 
appearance is one of steadiness. 
For instance, when per capi- | 
ta local debt was $97 it repre- | 
sented a little over 7 per cent of 
national income. It dropped to 6.8 | 
per cent in 1949 and did not rise 
above 8 per cent until 1953 when 
it reached 8.4. 

This must be regarded as the | 
more remarkable because labor | 
is concentrated in cities and, of 
recent years, there has been tre- 
mendous pressure from organized | 
labor to spend money on welfare | 
projects. If the CIO, for example, 
had its way in elections, cities 
would be spending a_ vastly 
greater proportion of the national 
wealth and income. The figures 
bear out the suggestion that the 
States spend more readily on 
roads and bridges than the cities 
do on schools and playgrounds 
and hospitals. 

A fundamental fact that must | 
impress all citizens voting in such 
elections as the States have au- 
thorized (and only the States give 
the right of suffrage) is that last 
year Americans paid in Federal, 
State and local taxes the colossal! 
sum of $90,551,000,000 compared 
with $89,968,000,000 in 1958. 
Nevertheless, growth in popula- | 
tion meant that the per capita 
rate declined from $578 in 1953 to 
$572 last year State and local 
taxes amounted to $10,355,000,- 
000. This was 66.49 per capita but 
with such tremendous variations 
as $115 for New York compared 
with $21.86 for Arkansas! 


Debts of Corporations 


Some concern has been ex- 
pressed concerning the debt posi- 
tion of corporations. Liabilities of 
corporations have mounted from 
$30 billion in 1939 to $84.6 billion 
at present but there seems to be 
opinion among those most expert 
that American corporations never 
were in better shape. The present 
liability figure must be compared 
with $97.5 billion only a year ago. 
At the close of the last war these 
liabilities stood at $51.9 billion 
and by 1951 had jumped to $92.6 
billion but it must be remembered 
that it was urgently necessary to 
finance war-delayed maintenance 
and expansion. The circumstance 
that the liabilities now are some 
$12 billion below their peak indi- 
cates how soundly based the bor- 
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last 
eral, 
set Every year at this time we are asked: “What about future business 


958. | conditions in New Jersey, the Crossroads of the East?” 
<—— Smart advertising men along Madison Avenue have been heard to 
53. to say under similar circumstances: 

— “Let’s pick up a rock and see what crawls out.” Or: “Throw in 
but a pebble and swish it around and see how the ripples go.” 
tions 
ared 


OODLING 









This is known—we understand—as “Noodling”, or, to put it more 
succinctly, as trying to guess what is going to happen in the future. 


We do not presume to be “Noodlers.” But we can say this—the 
business climate which has prevailed in New Jersey during recent years 


sia augers well for 1955. 
as of During the year we expect growth in New Jersey which can be 
a measured in increased population . . . in the advent of new factories 
o be and new branch plants and new shipping centers . . . in the installation 
‘pert of more research facilities for industry . ... in the development of greater 
se industrial terminals . . . and in many other new activities throughout 
ared this great State. 

bi Public Service Electric and Gas Company will continue to play 
llion its part as a citizen of New Jersey, firmly convinced that this State is a 
nee good place to live, work and play. 
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rowing and how profitable the 
betterments for which the funds 
were used. Manufacturers, for ex- 
ample, between 1946 and now 
spent $78 billion of undistributed 
profits and depreciation allow- 
ances for new plant and equip- 
ment. 

These same corporations count 
assets of $178.7 billion against 
their liabilities and of this $94 
billion is given and of this capi- 
tal. The rise can, of course, be 
partially discounted by weighting 
dollars of reduced purchasing 
power but, even so, the net gain 
has been huge. Assets in 1939 
were $54.5 billion. It is interest- 
ing to note that it was not until 
after the war (not counting Ko- 
rea) that assets topped the $100 
billion mark. In 1946, they stood 
at $108.1 billion and reached a 
peak of $191 billion in early 1953. 
While liabilities of corporation 
are considerably less than three 
times as large as they were before 
the war, assets are considerably 
more than three times as large! 


Mortgage Debt 
and Consumer Credit 


The mortgage debt of indi- 
viduals has grown until now it 
stands at $109.8 billion but $101.6 
billion of this is covered by real 
property, nearly all residential. 
Veterans’ Bureau and FHA fi- 
nancing with veterans’ prefer- 
ence have taken vast sums of this 
out of the straight debt category 
in that great advantages have 
been granted partially in lieu of 
further pensions and _ bonuses. 
The situation is not quite com- 
parable to other consumer credit. 

Consumer credit has climbed 
rapidly since the war, rising from 
$11.5 billion in 1947 to the most 
recent figure of $28.8 billion. That 
is a period over which the pur- 
chasing power of the dollar 
dropped about 35 cents. Since 
1954 when the dollar has varied 
scarcely one per cent, consumer 
credit has not gone above $29 bil- 
lion. In December, 1953 it was 
$29.5 billion. In March, 1954 it 
was down to $27.8 billion. Most 
of this is automobile debt. Other 
debts have held remarkably 
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steady with charge accounts half 
a billion under a year ago. 

The individual consumer posi- 
tion would seem to indicate that 
the average American who must, 
in the long run dictate basic eco- 
nomic policies to be followed, poli- 
cies which will keep the nation 
sound or send it toppling to bank- 
rupt chaos, is not in an unsafe 
credit position himself and has 
shown no recent desire to plunge 
into dangerous indebtedness. This 
should augur well for the national 
position. —END 





20 Companies 
Steadily Raising Dividends 





(Continued from page 444) 


revenues for these companies are 
increasing at an above-average- 
rate. On this base, it has been pos- 
sible for these four companies to 
develop their resources fully, at 
the same time that the exceptional 
profit margin has enabled them to 
pay out higher and higher cash 
dividends, Of the four companies, 
Florida Power, Houston Power 
and Central Southwest operate in 
dynamic regions that are rapidly 
expanding and the fourth, Gen- 
eral Public Utilities, is benefited 
from increasing revenues from 
its Philippines subsidiary. 

Among the paper companies 
Scott Paper’s dividend record has 
been remarkable in that it has 
been able to make successive an- 
nual increases. Practically all the 
other concerns in the paper in- 
dustry were content with one or 
two increases in the post-war pe- 
riod, though several of the latter 
split their shares, as well. Like- 
wise, Standard Oil of California 
was practically the only one of 
the great oil concerns to increase 
cash distributions in practically 
each year since 1946. Other out- 
standing examples of an excep- 
tional dividend record for various 
industries will be found in the 
table. 


An Established Dividend Policy 


It will be noted that the annual 
dividend increases in most in- 
stances have not been uniform 
though, as a whole, they have 
been moderate in scope. However, 
the regularity of the increases 
would indicate an established div- 
idend policy on the part of the 
respective managements; that is 
to say, these companies would 





seem to expect to raise dividends” 
regularly and moderately rather 
than wait for an accumulation of 
earnings over a period of years 
and then raise the dividend sub. 
stantially in a single move as 
other companies do. While, of 
course, there can be no guarantee 
that it would be possible to con- 
tinue these increases indefinitely, 
it does furnish a guide to inves. 
tors who are seeking a more or 
less proved opportunity for a) 
higher annual dividend each year. 

In the accompanying table we 
have given the dividend record of 
the 20 companies in each of the 
post-war years. It should be noted 
that dividends, in each case, have 
been adjusted to any stock-splits 
or stock dividends in the inter- 
vening period, as based on the 
present number of outstanding 
shares. 

For investors who may be in- 
terested in the stocks listed, it is 
well to bear in mind that in many 
cases, the stocks are selling at his- 
torically high levels, after the pro- 
longed market advance since Sep- 
tember 1953. While these high 
market levels should not detract 
from the essential “‘worth-while- 
ness” of practically every one of 
the stocks listed, it is, neverthe- 
less, an important consideration. 
It is, therefore, suggested that in- 
tending investors wait for a bet- 
ter market level before purchas- 
ing any of the individual stocks 
which may appeal to him and 
which have had_ exceptionally 
large advances in the market. Or, 
if he so desires, he may purchase 
these issues on a “dollar-averag- 
ing” basis. These stocks have been 
marked (*). 

At the end of the table, we have 
included separate comment on 
each of the 20 stocks. These are 
arranged according to: (1) dy- 
namic potentials for long-range 
appreciation and (2) opportuni- 
ties for more conservative type 
investment, with emphasis pri- 
marily on regular growth of divi- 
dend income. —END 





Fertilizer Companies with 
Uranium Prospects 





(Continued from page 448) 


mined chiefly in New Mexico, 
where large deposits were discov- 
ered several years ago. The supplies 
there have made this country inde- 
pendent of European potash. 


(Please turn to page 474) 
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THE GREAT WHITE MOUNTAINS 
UNDER AMERICA 


HEN National Gypsum announced its discovery of North America’s 
most massive gypsum deposit, near Halifax, Nova Scotia, the company 

was assured a 200-year supply of rock for its Seaboard plants at 
substantially lowered costs. Now comes news of another tremendous 
strike, this time in the heart of America 

This underground white mountain of gypsum is located near Shoals, 
Martin County, in southern Indiana. National Gypsum Company, discoverer of the 
huge, 100-year reserve, has obtained the cream of the deposit... a 2,700 acre site 
The most modern gypsum plant ever to be built...a completely mechanized 
operation, using the latest and most exacting scientific controls, is now under 
construction. By mid-1955, this new plant (National’s thirty-sixth) will 
begin operation, producing the complete line of Gold Bond gypsum products... 
plaster, wallboard, lath and sheathing. 

This plant will provide many advantages to the growing, midwestern building 
industry. Service to customers on a full line of related products will be 
quicker and better. Long hauls from distant sources of supply will be eliminated... 
freight costs will be substantially lower. Product quality will be the highest 

The Indiana expansion, with its heavy capital investment in the future, 
is a familiar pattern to National Gypsum. It is the kind of faith and enterprise 
which have resulted in many other “firsts” throughout the Company’s 29-year 
history. This is the pattern that has earned for the Company the reputation of... 


Pacemaker of the Building Industry 
NATIONAL GYPSUM COMPANY - BUFFALO 2, NEW YORK 


P S. Write today for a copy of 
a colorful, new booklet just 
published about the National 
Gypsum Company and its new 
Indiana gypsum discovery 


(R) 


Gold Bond 


BUILDING PRODUCTS 
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Other sources are in Utah and in 
California. Principal producers 
include International Minerals, 
American Potash, American Met- 
als, Duval Sulphur and U. S. Pot- 
ash. Competition from Germany, 
the leading source of European 
potash, has been restricted by high 
transportation costs and by in- 
efficient production methods 
abroad. Indications point to 
keener competition — because of 
lower labor costs — as production 
facilities improve. 

Mention of the several com- 
panies engaged in some phase of 
the industry indicates the differ- 
ent types of operations involved. 
Not all of the concerns mentioned 
here are dependent to any signifi- 
cant extent on sales of supplies to 
fertilizer consumers. The accom- 
panying tabulation provides rele- 
vant information on some of these 
manufacturers. More detailed 
comments are presented below. 





INTERNATIONAL MINER- 
ALS & CHEMICAL CORP. is 
one of the large producers and 
mixers of plant food. While man- 
agement has emphasized _ the 
necessity for diversification of 
products and has made important 
gains in broadening markets as 
well as in bringing out market- 
able chemical items affording 
wider margins than fertilizer, the 
company still is dependent largely 
on agricultural consumers. Need 
for enriching soil to keep pace 
with modern methods of farming 
has provided the background for 
the company’s progress. Produc- 
tion of phosphate materials 
reached a record high in the fiscal 
vear ended last June 80, while 
potash output from mines in New 
Mexico approached the previous 
peak. Cost of putting into opera- 
tion a new potash plant retarded 
earnings from thic division. Re- 
search for Atomic Energy Com- 
mission of potential importance. 
Net profit for the fiscal vear end- 
ed June 30 dronned to $2.44 from 
$2.87 a share in the 1953 vear. 
Dividends have been kent at $1.60 
annually for the last four years. 


_ LION OIL CO. has been vlac- 
ing increasing emphasis on its 
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chemical operations and recently 
put into operation a new plant 
near New Orleans which prom- 
ises to enable the company to 
enlarge its output of synthetic 
nitrogen. This development is ex- 
pected to result in approximately 
an even division of sales volume 
between petroleum and chemical 
products. Development of addi- 
tional crude oil producing areas 
has progressed satisfactorily. Net 
profit in the year just ended is 
estimated to have risen to about 
$3.60 a share from $3.46 in 1953. 
Dividends have been maintained 
at $2 annually for the last four 
years. 


SPENCER CHEMICAL CO. is 
a comparatively new entry in the 
field of petrochemicals, but it has 
made significant progress rap- 
idly. It is one of the large pro- 
ducers of synthetic anhydrous 
ammonia and is preparing to en- 
ter the field of polyethylene in 
the coming year. Up to the pres- 
ent ammonia and ammoniating 
solutions have comprised princi- 
pal products. Earnings have 
ranged between $3.50 and $4.39 
a share in recent years and for 
the last fiscal year ended June 
30 rose to $4.20 from $4.01 a 
share. Dividends gradually have 
been liberalized and currently 
are being paid at the annual rate 
of $2.40 a share. 


VIRGINIA - CAROLINA 
CHEMICAL CORP. has experi- 
enced more encouraging progress 
since the war and has strength- 
ened its competitive position in 
fertilizer, concentrating on 
southern markets. Nitrates and 
potash are purchased from other 
producers. A number of allied 
chemical products also are pro- 
duced. Earnings have averaged 
almost $5 a share in the last five 
vears. but an accumulation of 
$73.50 a share in preferred divi- 
dend arrears has prevented con- 
sideration of payments on the 
common. Net profit in the fiscal 
year ended June 30 came to $4.26 
a share. 


ALLIED CHEMICAL & DYE 
is one of the largest factors in 
the chemical business and prob- 
ablv the foremost producer of al- 
kalis. Ammonia and other nitro- 
gen products constitute the prin- 
cipal group of products. Aside 
from the fertilizer industry, lead- 
ing consumers represent textiles, 
glass, other chemical lines, pet- 
roleum, metal, soap and the con- 
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struction industries. Management 
has concentrated in recent years 
on developing new products and 
on minimizing dependence on 
heavy chemicals. Stress also has 
been placed on increasing output 
of roofing materials and other 


products used in construction. 
Earnings have pursued a consist- | 
ent uptrend in reflecting enlarge- 
ment of sales, broadening of mar- 
kets and aggressive promotion. 
Net profit in the year just ended 
is estimated to have approximated 
the 1953 record high of $5.10 a 
share. This compared with $4.55 
a share in 1953. Dividends have 
been raised conservatively and 
for the last five years have come 
to $3 a share annually. 


AMERICAN AGRICULTUR- 
AL CHEMICAL CO. is one of the 
comparatively few concerns 
which have concentrated on pro- 
ducing and mixing fertilizer. 
Operations have been scattered 
to cover a diversity of markets. 
Approximately 40 per cent of out- 
put goes chiefly for use in grain 
growing areas, while about 21 
per cent is shipped for use in 
pastures, about 11 per cent for 
potatoes and smaller proportions 
for truck gardens, tobacco, cot- 
ton and minor crops. The com- 
pany’s strong position in grains 
is a favorable factor. The com- 
pany mines from its own Florida 
properties phosphate  require- 
ments, but purchases potash, ni- 
trates and sulphur. Derivatives of 
phosphate uses in a variety of 
chemicals are becoming increas- 
ingly important. Uranium deriva- 
tives from extensive phosphate 
rate deposits a future important 
potential. For the fiscal year 
ended June 30 net profit reached 
a new high at $7.27 a share. Divi- 
dends have held at $4.50 annually 
for more than seven years. 


AMERICAN POTASH & 
CHEMICAL CORP. produces 
several basic chemicals, of which 
potash salts are important. The 
fertilizer industry, however, is 
only one of many outlets. Other 
important consumers are other 
chemical producers, textiles, 
soaps and detergents, glass and 
paper. Materials are derived from 
apparently unlimited brines found 
in Searles Lake in the Mohave 
Desert of California. New lithium 
chemical developments hold much 
promise for the future. Earnings 
have been well sustained in re- 
cent years and in the twelve 
months just ended net profit is 
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estimated to have approximate 


the 1950 record high of $4.34 a 
share. This would compare with 
$4 a share in 1953. Dividends on 
the Class A and B shares (only a 
small amount of A stock) have 
been maintained at $2 annually 
since 1950. —END 





Can Meat Packers Recover 
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divesting itself of unwanted capa- 
city that is a financial drain, and 
at the same time is modernizing 
remaining facilities. All this being 
part of the $10 million program 
which got under way in 1953 for 
realigning most of the meat proc- 
essing operations in the Chicago 
plant to effect savings in main- 
tenance and to achieve a more ef- 
ficient operation. Armour’s mod- 
ernization program for its Chi- 
cago properties is only a part of 
its activities in developing a more 
stream-lined organization capa- 
ble of operating on a wider profit 
margin. One of the moves in this 
direction has been the sale of the 
Indianapolis plant where 
slaughtering and processing was 
discontinued a little more than a 
year ago. Also, improvements 
have been made at the East St. 
Louis and Columbus plants which 
are now serving the trade for- 
merly supplied by the Indiana- 
polis facility more satisfactory 
and more economically. The big- 
gest change, however, is in the 
Chicago facilities which when 
completed, are expected to “pay 
off” substantially. 

During the 1953-54 fiscal peri- 
od, according to President F. W. 
Specht, Armour operated at a 
disadvantage mainly because of 
a short supply of hogs. Its deficit 
for the 44 weeks ended Septem- 
ber 4, last, was close to $3 million. 
Giving effect to a tax credit of 
$3.5 million, however, enabled the 
company to show net income of 
$651,418, before allowing for 
dividends on the $6 preferred 
stock. Accumulated dividends on 
that issue, as of last November 4, 
totaled $18.50 a share. Some im- 
provement, especially in the hog 
situation, in the remainder of the 
fiscal year ended last October 31, 
has pulled pre-tax earnings for 
the full 12 months to approxi- 
mately $2,250,000, or about $1,- 
250,000 after taxes. The latter 
sum would be equivalent to about 
15% of the annual interest re- 

(Please turn to page 476) 
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FORGING QUALITY 


INGOTS 


up to 23,000 pounds 


_..from BORG-WARNER 





In many ways Borg-Warner serves industry, not the 
least of which is in producing special steels for special 
purposes. Now steel ingots of superior forging quality 
are available from B-W’s Ingersoll Steel Division, cen- 
trally located at New Castle, Indiana. Ingots in any 
size and shape from 400 pounds to 23,000 pounds . . . of 
electric furnace carbon steel or alloy grades to your own 
analysis and specifications. 


Being a specialty mill, Ingeroll Steel offers maximum 
flexibility in production schedules, set up to fit in with 
your own forging requirements. Further, Ingersoll Steel 

[encineeRinc | has ample capacity to meet your needs on schedule with 
the assurance of uniform high quality, from one heat to 
the next. 


If you have a need for a dependable ingot source, it 
may be to your benefit to consult Ingersoll Steel. Ad- 
dress: INGERSOLL STEEL Division, Borg-Warner Corpo- 

PRODUCTION . . . 
| pRovucion | ration, New Castle, Indiana. 


185 products in BR QR G-WARNER 

all are made by = 
THESE UNITS FORM BORG-WARNER, Executive Offices, Chicago: ATKINS SAW »« BORG & BECK e BORG-WARNER 
INTERNATIONAL e BORG-WARNER SERVICE PARTS e CALUMET STEEL e DETROIT GEAR e FRANKLIN STEEL 
HYDRALINE PRODUCTS e INGERSOLL CONDITIONED AIR e INGERSOLL KALAMAZOO e INGERSGLL PRODUCTS 
INGERSOLL STEEL e LONG MANUFACTURING @ LONG MANUFACTURING CO., LTD. ¢ MARBON MARVEL-SCHEBLER 
PRODUCTS e MECHANICS UNIVERSAL JOINT » MORSE CHAIN e MORSECHAINCO.,LTD. « NORGE e PESCO 
PRODUCTS e REFLECTAL CORP. « ROCKFORD CLUTCH e SPRING DIVISION » WARNER AUTOMOTIVE PARTS 

WARNER GEAR e WARNER GEAR CO., LTD. « WAUSAU e WESTON HYDRAULICS, LTD. « WOOSTER DIVISION 


475 











Verviers 


o MAST 


—_ilebry irri. 





Can Meat Packers Recover? 





(Continued from page 475) 


quirements of the new debentures 
Armour created under its refi- 
nancing plan. 


This involved the redemption of 
the $6 prior preferred, holders re- 
ceiving in exchange for each 
share, $120 of new 5% cumula- 
tive income subordinated deben- 
tures, plus a purchase warrant. 
Each warrant entitles the holder 
to purchase one share of common 
stock at $12.50 a share during the 
first two years, $15 a share dur- 
ing the next three years, $17.50 
a share in the next two years, and 
at $20 a share during the remain- 
ing three years of the life of the 
warrants. Unlike dividends on the 
old prior preferred stock, pay- 
ment of the interest on the new 
debentures, including unpaid 
cumulative interest, is mandatory 
in each year when earned. Annual 
interest requirements on new $60 
million debentures will amount to 
$3 million, a sum equal to the an- 
nual dividend requirements on the 
prior preferred. However, be- 
cause, debenture interest may be 
charged off before computing in- 
come taxes, there would be an an- 
nual saving, figuring Federal in- 
come taxes at a 52% rate, of ap- 
proximately $1,560,000, or close 
to 40 cents a share on the com- 
mon stock. 


Cudahy Packing Co. although it 
was able to show for the year 
ended October 30, last, net sales 
and operating revenues totaling 
$454.7 million closed the fiscal 
year with a net loss of $7.1 mil- 
lion. In the previous year the 
company reported a net profit of 
$542,677, equal to six cents a com- 
mon share. Results for the 1954 
fiscal year did not come as a sur- 
prise inasmuch as management 
last September, intimated unsatis- 
factory operating results because 
of short hog supplies raising unit 
production costs, plus losses in- 
curred in closing down unprofit- 
able plants. Plant closing costs in 
the 1954 fiscal year increased 12 
months net loss by approximately 
$1 million. 

By getting rid of facilities that 
have been a steady financial drain 
on the company, Cudahy is aiming 
at eliminating heavy losses suf- 
fered during recent years, effect 
economies in general and admin- 
istrative expenses as well as to 
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put operations more in line with 
present day conditions in the meat 
packing industry; in short, to re- 
turn the business to a profitable 
basis. In connection with this pro- 
gram, a reserve of $5 million has 
been established to cover possible 
losses and costs incurred in the 
disposition of the closed facilities 
which sum is in addition to a 
charge of about $2.6 million that 
has been absorbed to cover sever- 
ance pay and other expenses. 

For the purpose of strengthen- 
ing finances, Cudahy common 
stockholders at the behest of man- 
agement, voted at a special meet- 
ing last October to reduce the par 
value of the 1,542,213 common 
shares from $10 to $5 each, mak- 
ing available approximately $7.7 
million which was credited to 
capital surplus account which at 
the close of the 1954 year was 
shown in the balance sheet at $7.6 
million,’ after deducting earned 
surplus deficit of approximately 
$3.3 million. 

It is five years since Cudahy 
common stockholders received a 
dividend on their shares, the most 
recent distribution totaling 30 
cents a share paid during 1949. 
Prospects of a more plentiful hog 
supply through most of the cur- 
rent fiscal year should enable 
Cudahy to operate at a higher 
rate of efficiency, and this, to- 
gether with benefits that should 
accrue as a result of unprofitable 
plant closings provide a base for 
greater optimism over the 1955 
outlook. The possibility of a re- 
sumption of dividends on the 
common stock, however, _ still 
seems a little way off. 

Cudahy, being primarily a meat 
packer, although it does augment 
this with poultry and egg opera- 
tions, does not have the advantage 
of diversification of Swift and 
Armour in the fields of fertilizers, 
dairy products, ice cream, frozen 
foods and, in the case of Armour, 
its increasing importance in the 
pharmaceutical industry. 


Wilson & Co., also operates 
other divisions producing athletic 
equipment, gelatine, soap, indus- 
trial acids and pharmaceuticals. 
Several months ago the company 
reported these lines operating sat- 
isfactorily were expected to main- 
tain this rate during the remain- 
ing months of the fiscal year 
ended last October 31. As is the 
practice in the industry, Wilson 
makes no interim report of sales 
and earnings. Cattle and calf 
slaughter for the first eights 
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months of the year, however, is | 


stated to have been about 12 per 
cent above the level of the corres- 
ponding eight months of the pre. 
vious year and again proved) 
profitable, running ahead of last} 
year’s results. On the other hand, 
a scarcity of hog supplies through 
the greater part of the period re. 
stricted normal operating capa- 
city of the pork division, but net 
results from all domestic opera- 
tions also proved profitable. Wil- 
son, also, has been modernizing 
and improving facilities and while 
it is not exactly standing “pat” 
at the present time regarding 
plants or products, it is well pre- 
pared to increase its volume of 
business on a profitable basis. 

Again, as in the 1953 fiscal 
year, no action has been taken on 
a common stock dividend. Such 
action, according to the company, 
until substantial foreign earnings 
are available, is dependent upon 
net income from domestic opera- 
tions. Although sales and operat- 
ing revenues in fiscal 1953, 
totaled $674.8 million, net earn- 
ings on each sales dollar received 
amounted to four-tenths of one 
cent. Net for the common stock 
was equal to 98 cents a share. 
The immediate outlook for a re- 
sumption of dividends is not 
bright. Due to the need for the 
retention of working capital in) 
foreign countries, currency re- 
strictions, and lack of dollar ex- 
change, these foreign earnings 
are not available in any substan- 
tial amount for use in this coun- 
try. Moreover, consideration must 
be given to the need of funds at 
hand for domestic working capi- 
tal, sinking fund requirements of 
the first mortgage bonds and the 
preferred stock and dividends on 
the preferred before common divi- 
dends can be paid. 


By comparison with the “big 
4,” Geo. A. Hormel & Co., is a 
small organization in the meat 
packing industry, and yet it has 
been able to show a good record 
of earnings over the last 10 years 
or more. Its operations in the fis- 
cal year ended last October 31, 
however, were also affected by the 
hog marketing situation, resulting 
in abnormally high operating 
costs, cutting net income from a 
little more than $3 million in the 
previous year to $1.8 million. On 
a per share basis this was a re 
duction from $5.73 in the 1953 
period to $3.41 for the year re- 
cently closed. Nevertheless, this 
result provided ample coverage 
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an Unbroken Record of 


dividends paid 


ABBOTT LABORATORIES 


ILLINOIS 


NORTH CHICAGO, 


LISTED 


1929 Midwest Stock Exchange (formerly Chicago) 


1937 New York Stock Exchange 
1949 San Francisco Stock Exchange 


3,739,819 Shares of Common Stock Outstanding 


No Bonded Indebtedness 
106,848 Shares of 4% Cumulative Preferred 
Stock Outstanding 


DIVIDENDS PAID * 


1954... 1.85 
1953... 1.80 
1952... 1.95 
1951... 1.95 
1950... 1.85 
1949 ....1.80 <— 1949—2-for-1 stock split 
1948 ... 3.25 
1947 ... 2.40 
1946 ....2.88 <— 1946—2-for-1 stock split 
1945 ... 2.20 ae 
1944 ...2.20 <— 1944—rights voted 
1943 ... 2.00 
1942... 1.90 
1941... 2.15 
1940... 2.15 
1939 ....2.05 <— 1939—5% stock 
1938 ... 1.70 dividend and rights 
1937 ... 2.10 
1936 ...2.07 <— 1936—3-for-1 stock split 

MANUFACTURING 1986 ....248 <— wearer stock 
1934... 2.50 

PHARMACEUTICAL 1933 ... 2.00 

CHEMISTS 1932... 2.12 
1931... 2.50 
SINCE 1888 1930 ... 2.00 #on Basis 

1929... 2.42 Eaton Oa 








for the annual dividend at the 
rate of $2.50 a share which Hor- 
mel has consistently maintained 
in each of the last seven years. 
Hormel does a general slaugh- 
tering and meat packing business, 
specializing in pork products, 
varying somewhat from that of 
other packers, in that a substan- 
tial portion of its products, to- 
gether with prepared foods, in- 
cluding chili and onion soup, are 
packed and distributed in cans. 
Some of its popular brand names 
are “Dinty Moore’, “Flavor 
Sealed’, “Merit”, and ‘“Del-I- 
Cut.’”’Net sales last year were at a 
new high of $331.8 million, up 
$18 million from the preceding 
year, a sizable volume considering 
the company’s modest capitaliza- 
tion of 14,454 shares of $100 par 
$6 participating preferred and 
511,500 shares of outstanding 
common stock, and net working 
capital at the end of last October 
amounting to $19.5 million. 


With the possible exception of 
Hormel and Swift, which also are 
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subject to the ups and downs of 
the meat packing industry, shares 
of the meat packing companies 
must be rated as speculative. The 
two issues in the group having a 
comparatively good investment 
rating are Swift which has paid 
dividends in every year since 
1905, and Geo. A. Hormel & Co., 
paying dividends since 1928, and 
which has performed well in the 
market, ranging during the last 
two years between a low of 423/, 
and a high of 4614. —END 





Investment Clinic 
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may seem a rather dull approach 
to some individuals but in the long 
run and, often, even in the short 
run, it is a far more dependable 
method than the haphazard pur- 
chase of stocks for quick gain. 


Comparison with a Sound Portfolio 


In the table—‘A Well Con- 





structed Portfolio”—we have illus- 
trated for the benefit of subscrib- 
ers how an amount of capital 
equivalent to that invested in “A 
Poorly Constructed Portfolio” 
should be invested. In each port- 
folio, $135,000 was invested but 
whereas in the first portfolio de- 
scribed, littled attention was paid 
to the distribution of funds in- 
vested, as a whole, and almost 
none to the quality of the indi- 
vidual selections, in the second 
portfolio, a severely tailored pro- 
gram has been laid out, each seg- 
ment fitting into the whole and 
each fulfilling a specific purpose. 

Thus, 60% of the assets are 
invested in investment stocks with 
long-term appreciation and higher 
income potentials; 20% invested 
in lower-priced and, possibly, 
more dynamic type of issues; and 
the balance of 20% is retained in 
highly liquid reserves in order to 
provide funds in the event new 
opportunities are opened up 
through one of the inevitable mar- 
ket declines. These funds can be 

(Please turn to page 478) 
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used for “averaging” purposes 
according to the “dollar averag- 
ing” method which can be adapted 
in this instance to re-purchase, 
not on a periodic scale, as is cus- 
tomary in “dollar-averaging” but 
according to market conditions. 
Specifically, this means that the 
reserve funds can be used to aver- 
age out original purchases but 
only in the event of a genuine 
“break” in the market. Otherwise, 
they should be left intact. 
Because of the necessarily low 
income on the reserve funds, 
which are held in savings banks 
or invested in Treasury short- 
term notes, the average yield on 


the total portfolio is a highly con- 
servative 3.6%. If no funds were 
held in reserve, the average yield 
on the common stocks would be 
slightly in excess of 4%. 


Improving the Quality 
of the Stocks 


On surface, this may not seem 
to compare favorably with the 
4.6% yield in the first portfolio 
but the difference is more than 
adequately compensated for by the 
vastly improved quality of the 
stocks selected for investment. 

Each of the common stocks in 
Group A in the recommended 
portfolio has been subject to a 
searching scrutiny for sound in- 
vestment value, appreciation po- 
tentials and long-range dividend 
prospects. Stocks in Group B are 
not of equivalent investment qual- 























Holders of certificates representing shares of said $6 
Cumulative Convertible Prior Preferred Stock hereby are 
notified to surrender their certificates on or after December 
21, 1954, to The Chase National Bank of the City of New 
York, Corporate Securities Division, 11 Broad Street, New 
York 15, New York, or Continental Illinois National Bank 
and Trust Company of Chicago, Corporate Trust Division, 
231 £--:th LaSalle Street, Chicago 90, Redemption Agents. 


TO SAID SHARES. 








cease and determine. 


ARMOUR AND COMPANY 
By F. A. Becker, Treasurer 


Chicago, Illinois, December 10, 1954. 
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Notice of Redemption 


To THE HOLDERS OF $6 CUMULATIVE CONVERTIBLE 
Priok PREFERRED STOCK OF ARMOUR AND COMPANY 


At the special meeting of shareholders held December 7, 
1954, the amendment to the Articles of Incorporation of 
the Company was adopted, changing the redemption price 
of the Company’s $6 Cumulative € 
ferred Stock. Accordingly, notice hereby is given that 
ARMOUR AND ComMPANY, an Illinois corporation, pursuant 
to its Articles of Incorporation, has elected to exercise its 
right to redeem and hereby calls for redemption on Decem- 
| ber 21, 1954, all its issued and outstanding $6 Cumulative 
Convertible Prior Preferred Stock at $120 per share pay- 
able in (i) 5% Cumulative Income Subordinated Deben- 
tures, due November 1, 1984, of the Company, of like 
principal amount and (ii) one Warrant for the purchase of 
one share of Common Stock of the Company at the follow- 
ing prices: $12.50 per share from date of issuance to 
December 31, 1956; $15 per share from January 1, 1957, 
to December 31, 1959; $17.50 per share from January 1, 
1960, to December 31, 1961; and $20 per share from 
January 1, 1962, to December 31, 1964. 


The Company has registered with the Securities and 
Exchange Commission the additional 500,000 shares of its 
| Comz.10n Stock reserved for issue upon the exercise of the 

Warrants. THE OFFERING OF THESE 500,000 
SHARES OF COMMON STOCK IS MADE ONLY BY 
THE PROSPECTUS OF THE COMPANY RELATING 


On December 21, 1954, such $6 Cumulative Convertible 
Prior Preferred Stock shall be deemed to be no longer out- 
standing, and all rights of the holders thereof as share- 
holders of the Company and as holders of such stock 
(including the right to receive accrued dividends and the 
right to convert the $6 Cumulative Convertible Prior Pre- 
ferred Stock into Common Stock), except the right to 
receive the redemption price payable as aforesaid, shall 





onvertible Prior Pre- 
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ity but are gradually progressing 
to that point. All of them are of! 
the growth type. Naturally, all 
stocks are subject to price fluctu.| 


ations but the reserves set up 
should take care of normal con. 
tingencies. 

The reader could spend time 
profitably in studying the two 
portfolios which we have pre. 
sented here. They offer a good 
comparative lesson in the practi- 
cal phases of investment. The 
needs of investors vary, of course, 
but the type of portfolio which we 
have suggested for investment 
should serve the needs of most 
businessmen and professional 
people, and all others who are con- 
cerned with building up their 
capital over a long period. —END 





Bond Market Outlook 
for 1955 





(Continued from page 457) 


competition from increased sup- 
ply of mortgages, tax-exempt 
issues and possibly Treasury 
bonds, it is expected that highest 
quality bond issues which now 
yield about 2.9 per cent could de- 
cline in price sufficiently to bring 
the yield to about 3 per cent. This 
would compare with a low yield 
last year of about 2.86 per cent 
for the highest quality which pre- 
vailed for the last 10 months of 
the year. At the start of 1954, 
highest quality bonds were carry- 
ing a yield of about 3.1 per cent 
which dropped under the 3 per 
cent mark in the first few weeks 
of the year, 


A Means of Increasing Yield 


An investor can increase the 
yield received on debt securities 
purchased by trading down into 
lower quality issues. Thus, at a 
time when AAA-rated bonds are 
selling at prices which yield 
about 2.90 per cent, an AA bond 
yields about 3.04 per cent and an 
A bond carries a 3.15 per cent 
yield. 

Investors must be careful when 
buying corporate bonds that the 
market price is not too far out of 
line with the call price. In many 
cases, a generous looking yield 
indicates that the price of the 
issue has been held back from 
rising with the rest of the market 
because it has passed the call 
price creating a very real risk 
that the company will redeem the 
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| issue and pay off holders at a 


price which is less than original 
cost. Now that yields are turning 
upward in general, many com- 
panies may be spurred into re- 
funding operations which would 
become unprofitable if postponed 
too long. 


Convertible Issues 


Holders of convertible bonds 
can afford to ignore the call price 
if the yield is satisfactory and the 
conversion ratio not too far out 
of line with market conditions. 
Thus an issue of Phillips Pet- 
roleum bonds due in 1983 is priced 
at about 115 to yield 2.9 per cent 
to maturity, though the call price 
is 10354. If management elects to 
redeem the issue, it can be con- 
verted into common stock of the 
company on the basis of one share 
for each $65 of par value. The 
market level of Phillips Pet. 
common exceeds that price by a 
slight margin. At this point, in- 
creases in the price of the stock 
would start to pull up the price 
of the bond resulting in an un- 
duly low interest yield. 


The Tax-Exempts 


The calendar of offerings plan- 
ned by state and local groups 
which enjoy the privilege of sell- 
ing tax exempt securities indi- 
cates that prices will probably 
have to drop below the present 
level to encourage investors to 
buy enough to absorb all of the 
issues. 

The toll road revenue issues 
are the largest and most import- 
ant of the upcoming issues. Those 
on the market sell at prices which 
yield as much as 3.25 per cent 
even for the very prosperous New 
Jersey turnpike. Giving effect to 
the tax exemption feature, these 
bonds have yields which are the 
equivalent of much higher cor- 
porate bond yields. 

The municipal bond prices have 
been strengthened by the decision 
to maintain corporate and personal 
income taxes unchanged for 1955. 
However, it is doubtful if they 
can hold against the onslaught of 
so many new issues. As prices de- 
cline and yields increase, the 
bonds will gain attractiveness. 
Tax exempt issues, will probably 
show the weakest moves of any 
type of debt security and thus on 
a scale down can provide a sound 
investment opportunity for the 
buyer who is not over anxious and 
who is not in a hurry. —END 
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vide restful reflections under nor- 
mal daylight, has been introduced 
by the Liberty Mirror Division. 
Dividends, including extras, to- 
tal $2.85 a share in 1954, against 
$2.10 paid in 1953. Prospects for 
the company continue favorable. 


Pacific Lighting 
“As I am interested in defensive is- 
sues, I would like to receive recent data 
on Pacific Lighting as to earnings, divi- 
dends, etc.” I. S., Orlando, Florida 


Pacific Lighting is the largest 
natural gas distributor in the 
country, serving a population of 
over 6 million people in southern 
California. This area is steadily 
growing, resulting in a constant 
expansion in pipeline capacity. 
However, rising expenses and de- 
lays in obtaining additional rate 
relief, may hold earnings over the 
near term to around $2.10 per 
share. The company’s dividend 
policy has been liberal and the 50¢ 
quarterly dividend is expected to 
continue. Should one of its subsid- 
iaries obtain an additional rate 


SULPHUR is where you find it... 


And finding and developing sulphur today is a 
much harder job than it was in years past. The de- 
posits are leaner and less accessible, the construc- 
tion and operating costs higher, the risks greater. 

Typical of this new era in sulphur mining are 
our new mines in the Louisiana coastal marshes 

. . a remote, desolate area approachable only by 
amphibian or boat. There, mining must be a semi- 
marine operation of floating drilling rigs, barge- 
mounted machinery, and fleets of craft of all kinds. 

Even in ideal locations, sulphur mining is a 
gamble. For after sulphur is discovered, an entire 


costly mining plant must be built and 
put into operation in order to determine 
whether the deposit can be mined com- 
mercially. , 
But the risks involved in finding and 
' developing sulphur 
must continue to be 
taken if in future 
years the flow of this 
~“. all-important mineral 
to industry and agri- 
culture is to be main- 
tained. 


earnings would rise 


increase, 
appreciably. 

Pacific Lighting Corp.’s consoli- 
dated statement for the twelve 


months ended September 30th, 
1954, shows net income applicable 
to the corporation of $14,073,000, 
equivalent, after preferred divi- 
dends, to $2.14 per common share 
on the average number of shares 
outstanding during the period. 
This compares with $13,799,000 
or $2.51 per share for the previous 
twelve-month period, after adjust- 
ing for the 2-for-1 stock split. 

Gross operating revenues were 
$175,954,000, representing an in- 
crease of $20,024,000, or 12.8%. 
The higher volume of gas sold to 
industrial customers was primar- 
ily responsible for the increase. 
Revenues from domestic and com- 
mercial customers increased 
$7,377,000, due to higher consump- 
tion and slightly higher rates. 

Operating expenses were $118,- 
269,000. This increase of $17,607,- 
000 amounting to 17.5% reflects 
a rise in every major item of ex- 
pense. The increase in the cost of 
gas, amounting to $13,209,000 was 
due to larger purchases at higher 
unit costs. 

Taxes declined by $922,000 as a 


(Please turn to page 480) 
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Our Service Doesn't Stop! 


Actually, it only begins when we buy or sell securities for you. 

Of course, on a sale all we can do is execute your order as 
fast and efficiently as possible...either send you a check for 
the proceeds or credit them to your account. 

When you buy, though, we can be more helpful. 

If you want the stock certificates themselves, we'll be glad 
to give them to you—have them registered in your name first. 

But, we’re just as willing to take care of them for you... 
to send itemized statements each month showing just what 
you've bought, just what you spent, just what you have on 


hand with us. 


We'll collect your dividends, too, and the interest due on 
bonds...mail you a check or credit your account—as you 


prefer. 


We'll keep you advised of rights, conversions, ténders... 
explain just what’s involved...do all we can to help you man- 
age your securities to best advantage. 

There’s no charge for these services, either. If they seem 
useful to you, why not try them...some time soon? 

You can call, come in, or simply write— 


Watter A, ScHoii, Department SF-11 


MERRILL LYNCH, PIERCE, FENNER & BEANE 
70 Pine Street, New York 5, N. Y. 
Offices in 106 Cities 


Interested in buying stocks on a “pay-as-you-go” basis? 


Ask for our free booklet on the Monthly Investment Plan, 




















The NEW JANUARY 1955 Issue of 
GRAPHIC STOCKS 
Will be off the press in a few days 
Over 


1001 CHARTS 


Showing: 
e Monthly Highs and Lows 
e Monthly Volume of Trading 
e Annual Earnings 
© Annual Dividends 
e Latest Capitalizations 
© Stock Splits—Mergers—etc. 


FOR TWELVE FULL YEARS 


(See Charts on pages 449, 450 and 451 of 
this issue of The Magazine of Wall Street) 


To trade wisely you need the new Janu- 
ary edition of GRAPHIC STOCKS which 
shows the amazing changes in the stock 
market in the last few months. Some 
stocks have reached new highs, requiring 
redrawing of many graphs — others have 
moved down offering buying opportunities. 


Complete with DIVIDEND RECORDS 
for the full year of 1954 


ORDER TODAY FOR 
PROMPT DELIVERY 


SINGLE COPY (Spiral Bound)..$10.00 


ANNUAL SUBSCRIPTION 
NN iciciitissiniontd $50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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result of the new Federal income 
tax law. 

The number of active meters on 
September 30th was 1,887,337, an 
increase of 93,749 during the past 
twelve months. The rate of growth 
of the system has averaged 96,000 
annually since 1947. 

Commenting upon the decline 
in earnings, the president stated 
that the constantly increasing av- 
erage investment per meter, 
higher costs for all major items of 
expense, and warmer weather in 
southern California this year were 
primarily responsible. At present, 
all of the corporation’s subsidi- 
aries have applications for rate 
increases before the California 
Public Utilities Commission. Pa- 
cific Lighting Gas Supply Co., 
which sells gas exclusively to its 
affiliates, expects its decision very 
shortly, as does Southern Califor- 
nia Gas Co. on its request for a 
$7,871,000 annual increase. South- 
ern Counties Gas Co. recently be- 
gan hearings on its $3,949,000 
application. 


As a major factor in a growth | 
industry, Pacific Lighting Corp.’s | 
prospects over the long-term con- 
tinue favorable. 


Canada Dry Ginger Ale 


“As one of your subscribers, I request 
late information on Canada Dry Ginger 
Alles’ F.S., Ft. Lauderdale, Fla. 


Canada Dry Ginger Ale, Inc., 
and its subsidiaries, had a net in- 
come of $2,377,538 for the fiscal 
year ended Sept. 30th, 1954, equiv- 
alent after preferred stock divi- 
dends to $1.14 per common share. 
This compares with $2,382,108, or 
$1.14 per share in the previous 
year. Net sales were $67,362,067, 
compared with $66,496,447 in the 
previous year. 

While sales reached a record 


high, earnings were affected by | 


unusual costs and expenses, large- 
ly of a non-recurring nature. 
Among these were expenses for 
the development of canned bever- 
age production and for the com- 
pany’s entry into the vending ma- 
chine field. 

Among the divisions of opera- 
tions which recorded increases 
over the previous year were the 
domestic and foreign licensing 
departments, and the wine and 
spirits department. Weather con- 
ditions in both the United States 
and Canada were generally not 
favorable for the soft drink in- 
dustry, and in these areas the 
company concentrated upon main- 
taining both sales volume and 
competitive position. 

Tracing the development of 
canned soft drinks over the past 
year, the president of the com- 
pany observed that after an en- 
thusiastic “fad phase” the metal 
package has “settled down to find 
its justified niche in the market.” 
He believes that the can is here 
to stay, and asserts that Canada 
Dry is prepared to market its bev- 
erages in cans “wherever it can 
be done with profit to the com- 
pany.” 

The company’s president also 
believes that dietetic or sugar- 
free beverages will take a perma- 
nent place in the market as spe- 
cialty items. Canada Dry has dis- 
tributed its “Glamor” line of die- 
tetic drinks in three or four ma- 
jor markets “and our experience 
indicates that it is not a fad.” 
The company plans to introduce 
Glamor into additional markets 
during the year ahead, and will 
promote them to the extent of 
their possibilities. Dividends in 
1954 totaled 60c per share. —END 
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Profit By Our Two New Recommendations... 
e ° 
For Substantial Income and Dynamic Growth 
ee « * * e e e e e e e e e & e e e e e a e * i] * e ® & e e e a s * es 
Yon can share now in two situations of 
unusual promise our analysts have OVER 300 POINTS PROFIT A FULLY ROUNDED 
selected for income and profit building ..~ WITH NO LOSSES! INVESTMENT SERVICE 
in 1955. Do not miss these new recom- Codey sik vadiew oh eat cue 
mendations combining foresighted man- a ee hy You will find that THE FORECAST 
agement, sound finances, assured income tions combine to show a tells you not only WHAT and WHEN 
and outstanding profit prospects for the profit total of over 300 points to buy — and WHEN to take profits... 
year ahead! —with no losses. We have but it also keeps you informed of what 
’ held the leaders of 1954— 


F 2 is going on in the companies whose 
Boeing, Sperry, General Dy- 8 2 P 


1. An Exceptional Growth Situa- ; : 
namics, Southern Railway... 


shares are recommended in our Bulletins. 














tion with a 9.3% income return and others. Let us help you to Each security you buy on this advice is 
‘ : . share in the new leaders for continuously supervised so you are never 
saligg 5c — gon profit and income building left in doubt as to your position 

For Substantial Profit — 6% as they emerge in 1955. y P : 

Yield 








You will receive our weekly Bulletins keeping you a 
step ahead of the crowd in relation to the securities 
markets, the action of the various stock groups, the 
outlook for business, under new government policies 


At individual bargain levels we will round out our 
three diversified investment programs with other new 
recommendations—including medium and low priced 


stocks—which should be among coming market lead- ...as well as interpretation of the Dow Theory and 
ers. . . as investment demand rotates to the stock our famous Supply—Demand Barometer. 

groups where new developments are likely to spur 

tharp advances: STRENGTHEN YOUR ACCOUNT — 

PROGRAM ONE ... Stressing Security of Prin- BE SURE TO GET OUR NEW ADVICES 
cipal pa Assured Income of 514 to 8% — Enroll now and buy our 2 new recommendations be- 
With Appreciation. fore they score sharp advances. 

PROGRAM TWO .. . Dynamic Securities for Send a list of your present holdings, twelve at a time, 
Capital Building with Higher Dividend so we can analyze them promptly for you...telling you 
Wissenttiihe, what should be retained and which you should sell. 

Using the funds released through sale of weaker issues, 

PROGRAM THREE .. . Low-Priced Stocks for plus your cash reserves—you can share in our 3 new 
Large Percentage Growth — Where a opportunities which we will point out to you. 
maximum number of shares may be The coupon below entitles you to an added month of 
purchased with limited capital. service if you ENROLL NOW. 





VYAatl Coupon fe ceecccccceces SPECIAL OFFER—Includes one month extra FREE SERVICE Cocccccccceyy 
Joday. 
2 
Special Offer 


MONTHS’ 
SERVICE $75 











THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [ $75 for 6 months’ subscription: [J $125 for a year’s subscription. 
(Service to start at once but date as officially beginning 
one month from the day you receive my payment.) 


SPECIAL MAIL SERVICE ON BULLETINS 


Air Mail: [] $1.00 six months: [] $2.00 [] Telegraph me collect in anticipation of 
one year in U. S. and Canada. important market turning points...When 
? Special Delivery: [) $5.20 six months to buy and when to sell...when to ex- 
| MONTHS $125 (1 $10.40 one year. pand or contract my position. 
SERVICE INGO fe eis2t cies e 
Complete service will start at 1.00 CT oe re Most, 
once but date as officially be- ‘ 
sinning one month from the day Croce a eens psasdd sDasuesosdeecssuaye UO oases hacen ss aidaceses me 
your check is received. Sub- Your subscription shall not be assigned at List up to 12 of your securities for our 
any time without your consent. initial analytical and advisory report. 


scriptions to The Forecast are 


deductible for tax purposes. PYUTI III) « 


WH eccccccccccccccccccccooeve 
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“No man ever stands so 
Straight as when he 
Stoops to help a boy” 


BIG BROTHER WEEK 
JANUARY 9 ‘to 16'> 








Export-Import Outlook 
for 1955 





(Continued from page 443) 


As to other countries, Japan 
took more of our cotton, thanks 
to credits extended to her. The 
dollar countries of Latin America, 
helped by high coffee prices, 
bought more automobiles, 
household equipment, and chemi- 
cals. Brazil and Argentina in- 
creased their purchases of indus- 
trial machinery and agricultural 
machinery, but bought less steel 
mill products. Canada took less 
coal and petroleum, products in 
which she is now increasingly self- 
sufficient. 


Export Prospects in 1955 


What is the export outlook for 
1955? It varies in different areas. 
The boom in Western Europe has 
by no means spent itself. The Eu- 
ropean standard of living is still 
relatively low compared to ours, 
and there is much room for im- 
provement. Consequently Euro- 
pean demand for our products 
should continue to be high. How- 
ever, because of full employment 
the character of the boom may 
change. There are already signs 
of inflation and strains in interna- 
tional payments. Hence, in 1955 
there are likely to be fewer bene- 
fits from trade relaxation than 
in 1954, unless the major Euro- 


(Please turn to page 484) 
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of alloy and stainless steels, al- 
ready in production of titanium 
metal, has only recently discov- 
ered in Mexico a titanium ore 
deposit conservatively estimated 
at about 400 million tons. 

Where the next commercial 
deposit of this type of ore will be 
found is a matter for conjecture. 
Like many other minerals, these 
deposits are not confined to any 
one particular territory. Wher- 
ever they are, there will be a need 
for them as there is for tungsten, 
zirconium, high-quality _ silicon, 
and other ores to make possible 
today’s and tomorrow’s increased 
need for improved and newer 
metals. There will also be an con- 
tinuous search for oil and natural 
gas deposits, phosphate rock, cal- 
cium, boron, and essential raw 
materials, including iron ore, one 
deposit of which was uncovered 
not so long ago in the wasteland 
of the Mojave desert. 

Unlike the gold prospector of 
old who passed by the very goal 
which he sought, modern pros- 
pectors, representing American 
corporations, big, small and of 
medium size are searching and 
will continue to search the conti- 
nent, foot by foot eventually, in 
the quest for raw materials that 
through processing are the basis 
of all real wealth. 

Successful companies in vari- 
ous fields—with land holdings—a 
partial list of them being ap- 
pended herewith—possess an extra 
speculative value, which can often 
be worth consideration on the 
part of the investor. 

It should be understood of 
course, that the additional income 
derived from land holdings on 
which mineral or oil deposits are 
found should be regarded as sup- 
plementary to the basic earnings 
and, not substituting for them. 
Their value consists in enlarging 
the earnings base and, therefore, 
in widening dividend possibilities. 
In the long run this may be even 
more important to investors than 
any fortuitous speculative profits 
that may accrue. —END 
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The Determination of Production 
By BURGESS CAMERON 


Dr. Cameron here describes how pro- 
duction and prices are determined in 
the modern nations of the Western 
world. The apparent complexity of 
modern productive systems springs not 
from the variety of their modes of 
operation but simply from the number 
of industries involved; by taking a hypo. 
thetical economy where only four or five 
commodities are produced the student 
can anlyse and understand all the im. 
portant problems which occur in more 
complex forms in real life. Dr. Cameron 








works to establish valid theorems from 
the examination of a model economy. 

In his first chapter he analyses a 
simple productive system with a given 
quantity of resources, where the pro- 
ductive factors are used in fixed pro. 
portions and where there are no alterna- 
tive (or more economical) courses of 
action. He shows that the level of pro- 
this argument applies to any number 
duction is strictly determined, and that| 
of industries. He then analyses econo- 
mizing activities, and by introducing 
sucecssive oportunities for choosing 
courses that bring greater profit or 
greater satisfaction, shows how it is still 
possible to determine the levels of pro- 
duction of the system. 

In short the book satisfies two pur- 
poses: it gives an insight into the work- 
ings of the productive system (con- 
sidered abstractly) and its conclusions 
can be used to analyse the workings of 
the actual complex met in real life. It 
will be of great value to students of 
economics. 

Cambridge VXIIV. Press $3.75 


In the Cause of Peace 
By TRYGVE LIE 

As the first Secretary-General of the 
United Nations, Trygve Lie occupied 
one of the most responsible posts in the 
world. The office, international in con- 
cept, required statesmanship of the 
highest order—statesmanship above nar- 
row, national considerations. It was a 
task as challenging as it was formidable. 
In this human and candid account, Mr. 
Lie tells how he met that challenge. 

Looking back over the United Na- 
tions’ first seven years, he reviews the 
problems which came before it. They 
were many! Within hours after Mr. 
Lie’s arrival in America, the clouds of 
the Iranian crisis broke, climaxed by 
Gromyko’s memorable walkout of the 
Security Council, threatening the peace 
of the world. Then followed, in too quick 
succession, the challenges of Palestine, 
the Berlin Blocqade, the Communist vic- 
tory in China, and Korea. Mr. Lie’s ob- 
servation post was unique. Writing out 
of his special knowledge, he places in 
clear perspective the experience of this 
crucial period in United Nations’ his- 
tory. He also makes clear the precedent- 
making role he himself played. 

The same basic issues continue to 
divide the world. Mr. Lie’s book is 
another contribution to the cause he 
served so faithfully. It is imperative 
reading for the peoples of the world 
today. 

MacMillan $6.00 
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The facts of death from cancer are all too familiar. 
Too many have known the tragedy of losing a 
family member...a friend...a fellow worker.’Too 
few know the facts of life about cancer. Yet they 
are there for the asking...or the seeing...or the 
listening. The American Cancer Society teaches 
life-saving facts about cancer every day of the 
year. Through films ...pamphlets ...exhibits... 
window displays...via radio... television... 
newspapers ... Magazines ...from lecturers... 
information centers...you can learn vital facts 
that might one day mean the difference between 
life and death. 


The American Cancer Society maintains the first 





line of defense in the battle against man’s cruelest 
enemy. Teaching you how to protect yourself 
and your loved ones from death by cancer, sup- 
porting research in more than 100 medical and 
scientific centers, keeping your doctor informed 
of new techniques of diagnosis and treatment 
are but a few of the Society’s many functions, 
all of them directed to the ultimate conquest of 
the disease. 


Don’t turn away from the facts about cancer. 
They can be the facts of life for you and your 
family. Visit the American Cancer Society office 
nearest you, or write to “Cancer” in care of your 
local Post Office. 


American Cancer Society 
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(Continued from page 482) 
pean currencies are made con- 
vertible or unless the United 
States liberalizes her tariffs and 
really acts on customs simplifica- 
tion legislation. 

Outside of Western Europe and 
certain underdeveloped countries 
—such as Egypt, Iran, India, 
Thailand, Burma, and Bolivia— 
which may have more purchasing 
power either because of our aid 
or because of the granting of de- 
velopmental loans, the situation is 
less encouraging for our exports, 
Japan is bound to tighten her belt 
unless economic aid replaces the 
declining spending by the U. S. 
armed services. In Latin America, 
the decline in coffee prices has al- 
ready led to some restrictions on 
imports from the U. S. As for 
Brazil, Argentina, and Chile, no 
immediate relief is in sight, and 
dollar earnings of all three coun- 
tries are contracting rather than 
expanding. 

The policies pursued by indi- 
vidual countries regarding the 
buildup of their gold and dollar 
reserves will have a most impor- 
tant bearing on the volume and 
the value of our 1955 exports. De- 
spite the U. S. export surplus of 
some $2.5 billion in commercial 
trade in 1954—as against an ex- 
port surplus of only $1.3 billion 
in 1953—foreign countries were 
still able to add last year to their 
gold and dollar holdings. How- 
ever, the amount so added, esti- 
mated at $1.2 billion, was only 
half as large as the amount added 
in 1953. 

Will foreign countries be satis- 
fied with only moderate further 
additions to their gold and dollar 
reserves now that no threat of 
severe business recesssion in the 
United States exists, and will they 
spend their dollar here for in- 
creased purchases of consumer 
goods and industrial equipment? 
Or will they try to add to their 
gold and dollar reserves more ra- 
pidly in anticipation of currency 
convertibility ? Only time will tell. 
Meanwhile the most expert crystal 
gazers are cautiously estimating 
that our 1955 commercial exports 
will hold close to the 1954 levels 
or around $12.5 billion. 


East-West Trade No Threat 


There remain a few words to 
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be said about the outlook for East- 
West trade in 1955, now that co- 
existence between the Free World 
and the Communist orbit is to be 
attempted. Insofar as the United 
States is concerned, trade with 
the Communist orbit is infinitesi- 


mal, amounting to about one- 
thousandth of our foreign trade, 
and there is little chance that this 
percentage will be increased. 


Even for the Free World as a 
whole, East-West trade is rela- 
tively unimportant; it amounts 
to about 3 per cent of export and 
imports. However, there are cer- 
tain Free World countries, such 
as Finland, Indonesia, Burma, 
Hongkong, and Ceylon, for which 
trade with the Iron Curtain coun- 
tries is important. But even for 
them this trade remains marginal. 
They sell behind the Iron Curtain 
some of their high-cost products 
which are difficult to dispose of 
elsewhere. This is true of Indo- 
nesian and Ceylonese rubber, Fin- 
nish ships and machinery, Chilean 
copper, and Argentine linseed oil. 
Moreover, there are generally 
greater risks in this trade. The 
prices charged by the commu- 
nists are fictitious, sometimes 
very much above and at other 
times considerably below the 
world price level. The choice of 
goods available from the East is 
usually limited, the products be- 
ing very often of sub-standard 
quality, and delivery dates un- 
certain. 

It is also well to remember 
that a great deal of East-West 
trade talk is just wishful think- 
ing. The communists use it as a 
device to weaken the democratic 
bloc, while some of the politicians 
in the West, like the new Japan- 
ese Premier, Hatoyama, use it to 
wring out assistance or conces- 
sions from the United States. 
Basically, East-West exchange of 
goods remains last-resort trade; 
when everything else fails, the 
communists may be counted upon 
to strike a deal. As long as the 
Free World remains reasonably 
prosperous, and as long as it has 
no jitters about business depres- 
sion, there is little chance that 
East-West trade will expand. 
With a record volume of goods 
moving in international trade in 
1954 and with a possibility that 
a new all-time record will be 
established in 1955, the Free 
World has simply no need to trade 
extensively with the communists, 
co-existence or no co-existence. 

—END 
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Journey to the Far Amazon 


In 1948 three Frenchmen and a Co. 
lombian, all under thirty, undertook to 
cross from Venezuela to Brazil. By 1950 
they had completed the hazardous voy- 
age, covering thousands of miles of the 
Orinoco and the Amazon in Indian dug. 
out canoes. They are the first white men 
ever to join the Amazon across the fa- 
mous Sierra Parima. In addition to the 
almost incredible physical harddships to 
be overcome, there was constant danger 
from the primitive tribes, whose custom 
it is to kill any strangers on sight. Com- 
pletely unarmed, the expedition won the 
cooperation of most of these savages 
through friendship, faith, and (most 
startling instrument of diplomacy) a 
symphony of Mozart’s played on a port- 
able phonograph. They returned with 
extremely valuable anthropological ma. 
terial, striking and dramatic photo- 
graphs (many of them included in this 
book), and one of the most exciting ad- 
venture stories of our day. With star- 
tling unanimity (for critics), England 
and the European continent have lifted 
a chorus of praise for Journey to the 
Far Amazon. 

$5.00 


Simon & Schuster 
A Lifetime Investment Program 
By THOMAS F. WILLMORE 

The unique purpose of this book is to 
show how an investment program can 
be assured of long-range success, re- 
gardless of market fluctuations. Through 
a careful analysis of actual market per- 
formance over many years, the book de- 
velops a realistic investment goal based 
on the law of probabilities, and outlines 
specific methods by which such a goal 
can be realized. 

Stressing the point that “overreach- 
ing for profits is the cardinal sin of in- 
vestment practice,” the author exposes 
the weakness of most currently popular 
investment theories. At the same time 
he shows how results above the aver- 
age achieved by professional investment 
management over the past generation 
can be attained with more than usual 
safety. The methods advocated antici- 
pate an average return of 8 per cent per 
annum, including income and apprecia- 
tion, over a period covering several mar- 
ket cycles. 

Written for amateur and professional 
investors the book advances a science 
of investing based on the vrinciples of 
formula planning and offers snecific 
suggestions for managing a portfolio of 
bonds, preferred stocks, and common 
stocks. 
Harper 
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$2.75 


\ 





CORRECTION 

In our comments on Nopco Chemical 
Co., appearing in a recent issue of The 
Magazine, it was stated Nopco had paid 
dividends without interruption since 1934. 
Actually, the company has an unbroken 
dividend record from the time it made its 
initial payment in 1927. 

After giving effect to the 2-for-1 stock 
split in January, 1952, Nopco’s earnings 
ranged from $2.59 a share for 1950 to 
$1.67 for 1952. Net in 1953 was equal to 
the current year, net income was equal 
to $1.98 a share. 
$1.88 a share. For the first nine months of 
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A First Step in Your Program for a 


PROFITABLE 1955 


(Important... To Investors Vith $20,000 or More!) 


RY this experiment! Imagine that all your securities were sold yesterday. 
Today you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my funds 
be used more profitably in the coming year? Should I invest my cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes: (6) procrastination. 


Today there is no need to hold unfavorable investments which may be retarded 
in 1955, or those where dividends are in doubt. Selected issues are available 
which offer a substantial income, a good degree of security and dynamic growth 
prospects if your purchases are strategically timed. Many are undervalued as 
measured by earning power, capital assets and 1955 potentialities. ial ia 
As a first step toward increasing your income and profit in 1955 we suggest that 
you get the facts on the most complete, personal investment supervisory service 
available today . . . to investors with $20.000 or more. 


Investment Management Service is designed to help you to own shares of com- 
panies that will PACE THE NATION’S GROWTH .. . leaders in electronics. 
aerodynamics, “push-button” production... prime beneficiaries of the dual war- 
peacetime future of the atom. With our counsel you can share in huge profits to 
flow from our coming network of “throughways”, the St. Lawrence Seaway and 
other vast projects... from Canada’s boom . . . from the host of new products. 
metals, chemicals, techniques ... ALL WITH DEEP INVESTMENT SIGNI- 
FICANCE. 


Full information on Investment Management Service is yours for the asking. Our 
rates are based on the present value of securities and cash to be supervised—so if 
you will let us know the present worth of your account—or send us a list of your 
holdings for evaluation—we shall be glad to quote an exact annual fee . . . and to 
answer any questions as to how our counsel can benefit you. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of forty-seven years of service. 
& jor) 


90 BROAD STREET NEW YORK 4, N. Y. 






























































7 o CREATING NEW VALUES 


Every industry is becoming increasingly aware of 
the important creative role chemicals play in stimu- 
lating progress. 
i Manufacturers in more than 200 industries are 
ie building a foundation for future success by seeking 
ey a strong, progressive source of chemical supply. Many 
are turning to American Cyanamid Company be- 
O cause Cyanamid offers special advantages in helping 
its customers create and maintain new values through 
chemistry. Well-directed research and efficient tech- 
nical cooperation in translating new products and 
processes into profits provide a thoroughly depend- 
able source for a comprehensive variety of chemicals, 
backed by a nationwide sales-service organization. 












































Re 
Py 








thd Like 



















Oo 
10 


ct Mew ae 5, ee 
wt +°% Ateorls, 
ENE L Tear 
SATE seh Ate 























